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Theirs ...then and now 


The greatest thrill in family life .. . the buying of a new home. The greatest loss .. . when 
the father is unexpectedly taken away. Federal’s Mortgage Redemption Insurance protects 


you and the family from the tragedy and heartbreak of foreclosure. 


Federal has 
a flexible plan 
you can use... 
profitably! 


You insist on fire insurance to pro- 
tect your mortgages, but the chances 
of a home owner dying during the 
mortgage period are 16 times greater, 
according to actuarial tables. 

No prudent lender takes this risk 
needlessly. 

Federal’s flexible Plans, designed 
by lenders themselves, meet the re- 
quirements of every mortgage need. 
We serve a rapidly growing list of pro- 
gressive financial institutions from 


coast to coast with these vital Plans. 

Each Plan is specifically de- 
signed to meet your exact needs and 
includes all Sales and Operational 
procedures, completely eliminating 
burdensome detail. You reduce home 
mortgage risks at no cost to your 
institution. 

Federal Mortgage Redemption 
Insurance removes the natural fears 
of a family undertaking what is 
normally its largest financial obliga- 
tion. It is persuasive proof of 
friendly interest in your customer’s 
welfare; true Customer Relations 
at its best. 

Federal also offers low-cost, in- 
dividualized group employee welfare 
plans designed for your specific needs. 


Trained service representatives coast to coast. Your inquiry is invited 


FEDERAL 


LIFE & CASUALTY COMPANY 


WOLVERINE-FEDERAL TOWER, BATTLE CREEK, MICHIGAN 


$397,778,257 
$345,886,392 


$274,433,176 


1956 19571958 


Over halfa 
century of 
personal 
protection 
service 


JOHN H. CARTON 
President 


WILLIAM P. QUINN 
Director 
Institutional Sales 


$14,099,328 
$109, 755,913 
$64,365,352 
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field trips made by Bank personnel. Above, John F. McManus, 
a Crocker-Anglo VP (left), gets close-up look at operations of 
South San Francisco Plant of Bethlehem Steel Company. His 
host: L.A. Anderson, plant general manager. 


in California— 
an information center for bankers! 


Talk about busy! You should see the statisticians 
in California! They’re working overtime keeping 
tabs on the expanding population, the new busi- 
ness ventures, the changing economic patterns 
— information that is vital to banks and bankers 
everywhere. And Crocker-Anglo, through its 
network of more than 80 offices, gathers timely 
facts and figures from dependable sources in 
the half-a-hundred communities it serves. Take 
credit reports. Our Central Credit Department is 
a storehouse of useful information on individ- 
uals and concerns. It’s available, of course, to 
our many correspondents. And to assure service 
that is fast as well as factual, we maintain one of 
the most ultra-modern inter-branch and intra- 
bank communication systems in the banking 
world. Call on Crocker-Anglo for the informa- 
tion you want. You’ll like the way Crocker-Anglo 
does business. 


Central to the West Coast 


CROCKER-ANGLO 


NATIONAL 


BANK 


ADMINISTRATIVE HEADQUARTERS: 
1 MONTGOMERY STREET 
SAN FRANCISCO 20 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


FACTS ON AGRICULTURE are gathered at the source b i i i 
: y Crocker-Anglo men like Wayne L. Phelps, Assistant VP, Agricultural Loan 
on Stockton Office. Above, Phelps (right) rides permanent pasture land owned by farmer-rancher Winfield Montgomery, 
. Jr. of Lockeford (left). His operations include raising sheep, cattle, growing Tokay grapes, walnuts and alfalfa. At his request, Bank 
inspects operations frequently, offers counsel. California leads all other states in cash farm income—nearly three billion annually. 
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In This Issue 


Stop, Thief ! 


Let us quickly explain that the bad fellow we’re after is Inflation. The 
reason he’s mentioned so prominently here is that a generous part of this 
issue’s main section is devoted to a special report on inflation—its causes, 
effects, its records, its manifestations. 

The 15 pages are titled “A Dollar’s Worth,” and the contents provide a 
close-up action picture of the main economic question of the day. Tables, 
charts, and text—including some noteworthy comment—cover the situation 
pretty thoroughly. 

Incidentally, ‘A Dollar’s Worth” (it starts on page 47) looks like a 
worthy addition to BANKING’s popular 10-Minute Shelf of special reports 
for banks and their customers. 


Profit from Market Research 


Five case histories outlining bank market research surveys and—more 
important—what was done about the results, provide G. Edwin Heming with 
material for an interesting article in this month’s Business Building Bu!- 
letin. Mr. Heming, advertising manager of the A.B.A., reports the informa- 
tion obtained from each study and the action the bank took. The cases show 
clearly, he says, that “much can be learned through market research” and 
that, “If the information obtained is followed by constructive action, a great 
deal can be accomplished.” 


Municipals 

Featured in the Investment Forum this month is “How to ‘Size-Up’ a 
Municipal.’’ Sources drawn on for the informative discussion include the 
A.B.A.’s Guide for Municipal Bond Credit Files, a publication of the Na- 
tional Association of Supervisors of State Banks, and observations by Ray- 
mond E. Hengren, FDIC’s municipals specialist. 


Bankers at School 


June, you might say, is Education Month for the banking business. The 
A.B.A.’s Graduate School of Banking holds its Rutgers session then, and 
the American Institute of Banking meets in annual convention. We report 
on both these educational activities in this issue. 


This chart is from “The Mechanics of Inflation,’’ published 
by the U. S. Chamber of Commerce. During the period 1947- 
1956, says the explanation, “real wages naturally followed 
productivity very closely—they can increase by slightly more 
than output per man only at the expense of farm prices 
and nonlabor payments, mainly profits. The great increase 
in money wages in excess of productivity was financed by 
inflated prices” 
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BANKING’ Investment Forum 


How ‘To “Size-Up” a Municipal 


UNICIPAL securities are tax- 
M free as to Federal taxes, but 

they are not always risk-free. 
Many tests are used for judging 
their soundness. As stated in the 
American Bankers Association’s 
Guide for Municipal Bond Credit 
Files. ‘While the bond ratings of 
the several rating agencies, when 
available, are useful basic guides, a 
bank purchasing municipal obliga- 
tions should reach an independent 
conclusion as to the quality of a par- 
ticular issue. Many issues of a qual- 
ity entirely suitable for portfolio 
purposes do not carry ratings.” 

In judging quality, a buyer of mu- 
nicipals has to make use of many 
criteria; so many, in fact, that their 
mere listing may present a discour- 
aging prospect. In attempting to 
size up a municipal issue, the banker 
will do well to bear in mind the ob- 
servation of Raymond E. Hengren, 
FDIC’s expert on municipals, that, 
in the last analysis, what the bank 
needs to determine is the security’s 
“margin of protection” for debt ser- 
vice. Will the obligation be paid in 
accordance with its terms? Later in 
this article Mr. Hengren is quoted 
on this point in more detail. 

Because of restricted marketabil- 
ity and the frequent difficulty of ob- 
taining adequate information, the 
above-mentioned A.B.A. brochure 
cautions, unusually careful consid- 
eration should be given to the pur- 
chase of obligations of small com- 
munities not located within the 
general area of the purchasing bank. 
It takes up, one by one, the numerous 
items of use in evaluating a mu- 
nicipality’s credit standing and that 
of a particular security of such 
community, with comment on the 
pitfalls surrounding the interpreta- 
tion of each item. 


4 


An earlier publication of the Na- 
tional Association of Supervisors of 
State Banks, Municipals—now out of 
print—contains a 50-page discussion 
of municipal credit analysis. In the 
present very brief article we can 
only touch on some of the subject’s 
highlights, having in mind the bonds 
issued by regular municipal govern- 
ment units, special districts, and 
statutory authorities. Broadly speak- 
ing, three types of pledges secure 
municipal obligations: general credit, 
special assessments, and specific rev- 
enues. Analysis of bonds of statu- 
tory authorities requires special 
care. Particularly with regard to 
special assessment obligations, the 
legal aspects of the contract need to 
be closely examined. 


The Legality Question 

In all municipals, the question of 
legality is of paramount importance 
and a buyer needs assurance that 
the obligations are legally valid. 
This does not mean that the buyer 
must consult his own attorney, but 
he should always be sure that the 
bond is accompanied by a copy of a 
legal opinion of a qualified bond at- 
torney. 

For the purpose of credit analysis, 
a great deal of data is often avail- 
able. The analyst must be alert not 
only to new information but to 
changes throwing light on what may 
be expected. Moreover, he must be 
watchful for facts which, while 
themselves correct, are so presented 
as to influence action. A small bank 
in buying municipals is well advised 
to look for them first in nearby 
areas of which it has direct knowl- 
edge. Investment in sound local and 
nearby municipals, if high - grade, 
may be preferable to high - rated 
bonds of nationally known issuers. 


Individual issues may be compared 
to other similar issues on the basis of 
yield, size of unit, ratings of invest- 
ment advisory services, and other 
points. There is no simple rule of 
thumb for the bond buyer. Ratings, 
for instance, are good as a first ap- 
proach, but should not be regarded 
as a substitute for credit analysis. 

Perhaps the first consideration 
thought of in evaluating a munici- 
pality’s ability to service a debt ob- 
ligation ought to be its economic 
prospect as a community. In ad- 
judging this, one must take into ac- 
count the municipality’s business and 
population resources and advantages 
as compared with those of compet- 
ing communities. One must judge 
whether it is a growing or a declin- 
ing community, whether its prosper- 
ity is broadly based_and stable, or 
perhaps depends on just a few cycli- 
cal industries, whether it is becoming 
a victim of downtown decay and the 


move to the suburbs, and so forth. 


Management and Policies 
Municipal management and fiscal 
policies next enter into the credit ap- 
praisal. Is a sizable part of the debt 
held locally, making it less likely 
that the obligor would consider de- 
fault than if the bonds were held by 
strangers? Is there any talk of graft, 
scandals, or favoritism in the con- 
duct of the issuer’s business? Is the 
budget soundly conceived? What 
does it reveal about mandatory ex- 
penditures which might make it dif- 
ficult to balance in times of shrink- 
ing receipts; or about pledged reve- 
nues, which could adversely affect 
credit? Are regular and complete 
financial reports issued? What is 
the trend of debt creation by the 
unit, and what is its default record? 
(CONTINUED ON PAGE 6) 
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14,500 SMITHS 


6600 BROWNS 


4900 JONESES 


are among the 1,625,000 share owners of A.T. & T. They are men and 


women in all walks of life in 22,000 communities throughout the land 


When the postmen of this 
country set forth with mail for the 
owners of the American ‘Telephone 
and Telegraph Company they visit a 
tremendous number of homes. The 
quarterly dividend, for instance, is 
delivered to more than 1,625,000 
share owners. 


Dividends are important to the 
Smiths and the Browns and the 
Joneses and all the other A.T. & T. 
share owners. They are important to 
telephone users too. 


Without dividends on stock and 
interest on bonds there would be no 
investors. And without investors 
there would be no telephone service 
as you know it today. The money 
they entrust to us goes into more and 
better service for you. 

The distribution of the A.T: & T- 
dividend to so many people in 22,000 
communities is in itself a factor in 
the over-all economy of the country. 
Yet the total, though considerable, 
is small compared to other sums that 
flow out from the business. 

Last year, for example, the Bell 
System paid more than twice as 
much in taxes as it paid A.T: & T. 
share owners in dividends. It thus 
provided nearly a billion and a half 
dollars for the support of city, state 
and federal governments. 


Wages, of course, are the biggest 
item. In the Bell System they are 
billions of dollars more than the 
entire net income of the business. In 


BELL 


1958 Bell System wages totaled over 
$3,700,000,000...the nation’s largest 


business payroll. 


Thousands of other jobs in other 
companies were made possible by 
our large purchases from outside 
sources. 


Last year the Bell System’s manu- 
facturing and supply unit, the 
Western Electric Company, bought 
from more than 30,000 firms through- 
out the country. Nine out of ten 
were small businesses, each with 
fewer than 500 employees. This year 
again we expect to buy over a billion 


TELEPHONE SYSTEM 


THE POSTMAN RINGS 1,625,000 TIMES with A.T.&T. dividend checks. Women are 
the largest group of share owners and own the most stock. ...In addition to direct owners 
of A.T.&T. securities, millions of other people have an important interest through the hold- 
ings of their insurance companies, pension funds, mutual funds, unions, savings banks, etc. ~ 


dollars worth of raw materials, parts 
and services from other companies. 


It is natural and logical to expect 
big figures in a business that serves 
more than 55,000,000 telephones and 
handles over 200,000,000 calls a day. 


The important thing is to relate 
the size of the figures to the size of 
the need and the job. And to realize 
how the very size of the business con- 
tributes to the prosperity of millions 
of people and the economy of the 
whole country. 


It is an example of free enterprise 
at work for the good of all. 
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Former Foremost 
Executive to MHMA 


Leslie M. Jones, formerly assist- 
tant vice president of Foremost 
Insurance Company has accepted 
the position of Financial Consultant 
to the Mobile Homes 
Manufzcturers As- 
sociation. In his 
new position, Mr. 

Jones will continue 

to promote finan- 

cial liaison with all 

segments of the 

mobile home indus- 

try on a nationwide 

basis. His head- 

quarters will be at the Chicago 
offices of MHMA. 


¢ ¢ ¢ 


Financing Brochure 
Available on Request 


Anyone interested in having a 
copy of “Consumer Financing of 
Mobile Homes” should write for it 
to MHMA, 20 N. Wacker Drive, 
Chicago 6. This 1959 report gives 
a clear, concise picture of 280 banks’ 

’ experience in mobile home financing 
— together with comments and rec- 
ommendations to guide the banker 
considering this lucrative consumer 
finance service. 


Plants Branching Out 


To keep delivery costs at a min- 
imum, many larger mobile home 
manufacturers are building branch 
factories closer to their major mar- 
ket areas. The growing trend toward 
purchases of larger mobile homes 
has made delivery-to-customer costs 
an important price factor, and the 
manufacturers find it necessary to 
either establish branch plants or 
accept the limitations imposed by a 
single location. 


¢ 
Mobile Home Cities 


Indicative of the growing accept- 
ance of mobile homes as permanent 
family residences is the news that 
a second community of mobile homes 
has just been established in Min- 
nesota. Known as Landfall, the new 
60-acre village has been incorpo- 
rated and officers will be elected. 
First such mobile home city was 
Park City in Illinois. 


THESE INFORMA**“E HIGHLIGHTS ON ONE OF 
AMERICA’S IMPORTANT INDUSTRIES ARE 
PRESENTED IN THE HOPES OF BETTER UNDER- 
STANDING OF MOBILE LIFE... BY 


FoREMOST 


Insurance Company 
Grand Rapids 3, Mich. 


No. 1 SPECIALIST IN 
MOBILEHOME PROTECTION 


(CONTINUED FROM PAGE 4) 

The bond purchaser should assure 
himself as far as possible that future 
income will be adequate to handle 
the debt service. He should look into 
the various sources of tax revenue, 
the amount of tax-exempt real es- 
tate, delinquencies in tax collection, 
and the tax-collection cycle. A cum- 
bersome tax system involving many 
miscellaneous taxes is a poor sign. 
The most important revenue source 
is usually the general property tax, 
but this is often hampered by un- 
satisfactory assessment procedure, 
excessive exemptions, tax limitations, 
and faulty collection. Large accumu- 
lation of back taxes is a danger sign. 
The investing bank should study the 
issuer’s debt structure. An accumula- 
tion of short-term debts may spell 
trouble ahead. Debts of underlying, 
overlapping, and coterminous units 


| should be examined for obvious rea- 


sons, and legal debt limitations 


| should be considered in the light of 


any evasion, as through:the creation 
of special authorities which may bur- 


| den the issuer’s debt servicing abil- 


ity. “Key ratios” such as debt-to- 
property, debt-to-community-income, 
per capita debt, and the like must be 
used with circumspection. 

For “special obligation” munici- 
pals which are further secured by a 
pledge of the general credit, addi- 
tional analysis is needed. The an- 
ticipated revenues should be sufii- 
cient for debt service during the 
issue’s entire life; provision should 
be made to meet debt service in 
periods of low receipts; there should 
be adequate safeguards against elim- 
ination or diversion of pledged reve- 
nues before the debt is paid. 


Debt Retirement 


The issuer’s debt-retirement plan 
should provide for retirement of 
principal at least as fast as the cor- 
responding assets depreciate. Declin- 
ing debt service should be scheduled; 
and the maturity schedule should not 
cause undue budget rigidity. 

No hard and fast rule governs the 
size of the debt that a community 
can satisfactorily service. Debt ser- 
vice should be related to income. If 


What Everyone Ought to Know 


About the Stock Market 


From a recent issue of Arizona Progress, published by 
the Valley National Bank, Phoenix, and edited by Vice- 


president Herbert A. Leggett. 


E can’t duck the issue any longer. 

For years we have avoided writ- 
ing about the stock market, but people 
are becoming suspicious. Thev are 
probably thinking, “Maybe this fellow 
doesn’t know anything about the mar- 
ket. Maybe he is just an outside dope 
without any inside dope. Maybe we 
should cancel our subscription to Ari- 
zona Progress and rely entirely on 
Sylvia Porter.” Obviously we don’t 
want such rumors to get started. 

So give heed while we divulge how 
to double, triple, or quadruple 
your money. (Check preference.) In 
deciding what to buy, here are some 
criteria. If a stock yields 5% it can’t 
be .any good; if it yields 3% it is 
probably a blue chip with no oomph; 
if it yields 2% it must be a hedge 
against inflation since there is no other 
reason to buy it, and if it yields 1% 
it is a “growth situation,” meaning 
that no one can figure out what it is 
worth. The next step is more difficult. 
One must avoid buying the right thing 
at the wrong time, the wrong thing at 
the right time, the wrong thing at— 
oh well, that is the general idea. 


The only other matter you should 
know about is Economics. However, 
you don’t need to understand it. No 
one does—so your theory is as good 
as anyone’s. Not to be outdone, we 
also have a Theory. We have observed 
that when unemployment goes up the 
stock market also goes up. This is 
not as crazy as it sounds. Nothing 
could be. It works like this. When 
people are unemployed they have noth- 
ing else to do but play the stock mar- 
ket. Then when the market rises, they 
make so much money it isn’t necessary 
to go back to work. This becomes 
sort of a vicious circle—and it is no 
way to solve unemployment. 

Finally, in case you have the stock 
market confused with Bingo, bear in 
mind that the former is not a game 
but a way of life. Once addicted to 
capital gains there is a tendency to 
look down upon stodgier and sweatier 
means of livelihood. As the People’s 
Capitalism gradually encompasses 
everyone from labor leader to school- 
teacher, there may be less criticism of 
the ill-gotten gains frequently enjoyed 
by American investors. 
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the former absorbs a large part of 
total receipts, pressure for debt ad- 
justment in times of poor collections 
will be great. To judge ability to pay 
by the funds available for debt ser- 
vice in prosperous years is a great 
mistake. 


Margin of Protection 


To sum up, then, according to Mr. 
Hengren of the Federal Deposit In- 
surance Corporation: 


“In the analysis of a municipal credit, | é j Nn 


the crucial determination is the margin | : 
of protection for debt service. This e 

margin is reflected in the aggregation 

of evidence testifying to the ability of 

the debtor to meet its obligations. 
Statistical measures such as the ratio | 
of debt to assessed value, per capita | 
debt, and the like, furnish part of the : M a C N U TT 

evidence. But there are many other : “6 
relevant considerations, and some of 
them are subjective in character. For 
example, the performance record, the | : 


quality of management, and future pros- | 
pects are all important elements that | 


cannot be measured readily. Only an | 4 j 
experienced analyst can identify the See 
controlling factors in any case and i 


evaluate their significance. Thus, the | 
determination of the margin of pro- 


tection calls for an informed judgment | 
by a qualified expert in the investment | 
field.” 


Creditworthiness 


As in the case of loans, banks are | i 
expected to have a pretty good idea | * ‘ 
of the creditworthiness of municipal | ° * 
e 


securities which are held in their | 
portfolios. 

Ratings of investment advisory 
services furnish guidance in judging 
the quality of municipal credits but f 
the banks cannot use them to lift the ee ae 
burden of credit appraisal entirely | 
from their own shoulders. The com- 
ponents of creditworthiness are | 
many and they vary not only as | regarding an original and dynamic 
among different issuers but also with | : 
the passage of time. On the bank’s promotion program to help you 
part, this calls for the accumulation | 
of adequate information in credit 
files to support a determination of for me... within the next 30 days 
investment status, care in the selec- | 
tion of individual issues for the bond | I'll be available to go to work for you! 
account, and periodic re-examination | 
of each security while it remains in | ’ 
the bank portfolio. _~._ »@mi4-. For advance information, write today 

As a handy reminder of the points a) 
to keep in ae in the Hast con- a THE SQUIRREL CLUS 
nection, the reader is again referred | 

o the erican Bankers Associa- 
tion’s Guide for Municipal Bond 
Credit Files. 


You'll be hearing more from me 


build deposits and trade image. Watch 


Suite 1600, 100 N. LaSalle Street 
Chicago 2, lllinois 
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... handling time 
cut to 90 seconds- 
now all our tellers 
sell them ! 


New! Pre-packaged American 


Now—American Express Travelers Cheques are pre-packaged in the exact amounts and 


denominations your customers request most often. These pre-packaged Cheques can 
accommodate up to 80% of your Travelers Cheques sales. They make it possible to 
reduce issuance time to about 90 seconds . . . to sell Travelers Cheques at all tellers’ win- 
dows with ease and efficiency...to increase your bank’s Travelers Cheques sales... to 
offer faster and better service to your customers. For further details or supplies, please 
write to Mr. Olaf Ravndal, Senior Vice President and Treasurer, American Express 
Company, 65 Broadway, New York 6, New York. 


TELLER’S SALES KIT __ NO COUNTING NO PAPER WORK 


All the material necessary for transacting a 
package sale is contained in this handy 
sales kit. Many banks have already placed 
a kit with every teller. 


Teller simply selects package or packages 
required for sale from a handy sales kit. The 
kit holds an assortment of eight different 
packages ranging in value from $50 to $1,000. 


Your bank name and address, number of first 
cheque, and amount to be collected are all 
pre-printed on purchaser’s application form. 
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Photographed at Fifth Avenue Office—Manufacturers Trust Company, New York City 


Express Travelers Cheques 


AMERICAN EXPRESS COMPANY 


MONEY ORDERS « CREDIT CARDS + TRAVEL SERVICE + FIELD WAREHOUSING * OVERSEAS COMMERCIAL BANKING * FOREIGN REMITTANCES * FOREIGN FREIGHT FORWARDING 


\ 

FASTER CUSTOMER SERVICE AT EVERY TELLER’S WINDOW 
All teller need do is add date. Transaction is This convenient new way of selling Travelers Now every teller can handle American 
fast, accurate. Issuing pre-packaged Ameri- Cheques will mean faster service for your Express Travelers Cheques easily and prof- 
can Express Travelers Cheques is about as many customers who never carry more cash itably—beginning with the peak sales sea- 


easy as handling the equivalent in cash. than they can afford to lose. son ahead. 
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Stocks Highlight the Investment Picture 


Pros and Cons of Convertibles 


lenging opportunity for banks 

that wish to strengthen their 
capital positions. Théy are the only 
group of securities generally eligi- 
ble for purchase by commercial 
banks which offer the possibility of 
capital gains through participation 
in the growth of corporate earnings. 
So concludes William S. Skelly, vice- 
president, Western Pennsylvania 
National Bank of McKeesport, in his 
study, Convertible Bonds, recently 
published by Salomon Bros. & Hutz- 
ler of New York City. 

A convertible bond, as the name 
suggests, is one that may be con- 
verted by the holder into stock at 
a predetermined price. The con- 
version may be exercised any time 
before maturity, or until the issue 
is called. The price, in general, re- 
flects the investment value of the 
bond plus any conversion value that 
may be attached to the stock. 

From a banker’s viewpoint, Mr. 
Skelly discusses four principal ad- 
vantages of convertible bonds. 

Possibility of capital gains. While 
the 25% tax on capital gains against 
the 52% tax on ordinary income can 
be attained through selling and 
switching in periods of fluctuating 
bond prices, convertiblé bonds have 
the distinct and unique advantage of 
providing participation in the 
growth of corporate earning power 
that is legally available in no other 
investment medium. 

Stability of portfolio market value. 
In periods of active business, when 
bond prices generally are declining, 
there is a normal tendency for the 
conversion values to rise. This makes 
it not only possible, but at times 
probable, that prices of convertible 
bonds will be rising when the gen- 
eral level of bond prices is falling. 

Marketability. Convertible bonds 
are a strong contender for second 
place to Government bonds in that 
_ the volume of trading in them on 
the New York Stock Exchange is 


C ONVERTIBLE bonds are a chal- 
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relatively large in contrast to non- 
convertible corporates, whose princi- 
pal market is over-the-counter, and 
municipals, whose only market is 
over-the-counter. 

Diversification into the corporate 
group. The after-tax yield of corpo- 
rate bonds makes it illogical for a 
bank to purchase them solely for 
diversification without some added 
justifications. A conversion feature, 
with its possibility of capital gain, 
may justify some sacrifice of after- 
tax income and provide commercial 
banks with a sound basis for diver- 
sifying with corporate bonds. 

Among the disadvantages Mr. 
Skelly points out the prevalence of 
subordination of convertible bonds 
to senior debt. He also discusses the 
call provision by which the issuer 
can force conversion with a result- 
ing profit at a time that may not be 
suitable to the bank. 

Years ago many corporations 
added the convertible feature to off- 
set some weakness in their securities. 
This practice was so prevalent that 
even today convertibility is often 
viewed by investors as frosting on 
an under-baked cake. But times 
have changed. 


Today there are three main 


Pension Fund Penchant 


Corporate pension funds have been 
directing an increasing proportion of 
their assets to common stocks in recent 
years, the SEC reports. In 1958 such 
funds spent 48% of their net receipts 
to buy $1.2-billion of “common stock. 
In 1957 it was 37% of net receipts for 
$1.0-billion of stocks. Purchases of 
corporate bonds dipped to $1.3-billion 
in 1958 from $1.6-billion in 1957. 

Since 1951 the assets of corporate 
pension funds have more than tripled 
while the emphasis on stocks has 
steadily increased. In 1951 stock hold- 
ings represented 12% of the total 
assets; today they are 27%. 


reasons why corporations offer con- 
vertible bonds, says Mr. Skelly. (1) 
Where the issuer believes the com- 
mon stock is undervalued or is a 
growth stock, convertibles enable him 
to sell the stock at a price higher 
than current quotations. (2) Where 
the issuer wants time for the new 
funds to generate additional earn- 
ings, convertibles provide a way to 
sell common stock on a delayed 
action basis. (3) Where a broader 
market is desired, convertibles ap- 
peal to segments that are usually 
not interested in residual equities. 

“Not all bank-eligible convertible 
bonds are suitable or desirable for 
the investment accounts of all com- 
mercial banks,” says Mr. Skelly, 
“but opportunities to purchase 
better grade issues should not be 
ignored by commercial banks that 
understand the characteristics and 
peculiarities of the group and indi- 
vidual issues.” 


Variable Annuities OK in NJ 


HEN the New Jersey Senate 
passed three bills on May 25, 

it made it the first state to give 
legal sanction to the sale of variable 
annuity insurance policies. These 
contracts provide a varying yield to 
the purchaser although the pre- 
miums are fixed. The yield varies 
because the annuity is based on the 
fluctuating income from common 
stock investments rather than the 
usual fixed-return investments. 

While express legislation permit- 
ting such sales does not exist in 
other states, this type of policy has 
been offered by a small number of 
companies in Arkansas, Kentucky, 
New Mexico, New York, North 
Dakota, West Virginia, and the Dis- 
trict of Columbia. But the absence 
of permissive legislation has been a 
deterrent to insurance companies. 

Bills similar to those passed in 
New Jersey are pending in Massa- 
chusetts. It is likely that the ad- 
vocates of variable annuities will 
turn their attention there and will 
continue to urge the passage of such 
legislation in other states. 
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The Omaha National | Bank uses all types of 


MACHINES 


Partial view of the lobby of 
The Omaha National Bank. 


To give the best of service to 
its many customers, The Omaha 
National Bank of Omaha, Ne- 
braska, is well equipped with 
Brandt machines of all types, 
including Brandt Automatic 
Cashiers (coin paying machines), 
Coin Counting and Packaging 
Machines and a Coin-Sorter and 
Counter. 


Brandt® Cashier® 


BRANDT AUTOMATIC CASHIER CO. 


WATERTOWN Established 189 WISCONSIN 
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GOVERNMENT BONDS 


Market Decline Continues . . . Treasury Needs More Room .. . 
Cost of Bills Going Up. . . Open Market Committee Sits Tight . . . 


Bank Loans Increase . . . Investments Decline . . . Treasury Refi- 


ITH the latest economic fig- 
W ures at hand, there is now no 

question that business im- 
provement is headed for new highs. 
The Index of Industrial Production 
continues to increase. Employment 
rises and unemployment declines. 
Consumers show every evidence of 
confident spending with a consequent 
steady increase in the total of con- 
sumer loans, now about $12.5-billion. 
Sales of new automobiles indicate a 
possible total of 6,000,000 cars dur- 
ing 1959. Capital expenditures by 
industry are expected to be well 
above those for 1958. 

With this background, it is natu- 
ral that the threat:of inflation is 
receiving more attention from week 
to week. As it is quite clear that 
the demand for credit is certain to 
be in excess of the supply, the atti- 
tude of the monetary authorities 
must be that, while sufficient credit 
should be made available for the 
needs of industry, the cost of that 
credit has to be increased. 


nancing ... More Cash 


MURRAY OLYPHANT 


Were the Federal Reserve author- 
ities to add to the supply of credit 
by increasing the portfolio of Gov- 
ernment securities, such a move 
would really be merely printing 
money that carried interest and 
would be inflationary to the mth 
degree. There is every evidence that 
nothing of the sort is contemplated. 

Under the circumstances the mar- 
ket for fixed income securities can 
hardly be expected to do anything 
but decline further. 


Market Decline Continues 


From May 1 to June 1 the market 
for all of the Government securities 
registered lower prices. In the third 
week of the month there were a few 
days in which slightly improved 
prices were recorded, but this was 
short lived, and after June 1 new 
lows were registered for a substan- 
tial part of the list. Actually on 
June 3 about 17 issues showed a 
yield of 444% or more, if bought at 
the offered prices, while four or five 


Outlook 


W mare change there has been in the outlook for prices of Govern- 
ment securities has been for the worse rather than the better. 

The President has backed up the Treasury Department by request- 
ing Congress to raise the interest rate on Savings Bonds to 3%%, to 
cancel the restriction of the 44%,4% rate on bonds, and to raise the debt 
limit. 


Both the rediscount rate and the “prime” rate for bank loans have 
been raised. Both might go higher later on if the demand for bank 


loans continues to increase. 


Capital expenditures by corporations are heavier than last year and 


are expected to increase further. 


With the demand for credit increasing and the supply remaining 
inadequate, higher interest rates and lower prices for bonds seem 


inevitable. 


more could be added if obtained at 
the bid side of the market. The 
254% bonds 1965 had a yield of 
about 444%. 

There was no change in the char- 
acter of the market. Sizable trans- 
actions were wholly confined to the 
really short-term issues. Banks con- 
tinued to make some sales and sub- 
sequent purchases for tax advantage. 
Again, as has been true for months, 
there was an entire lack of demand 
for any of the longer-term bonds. 
Why should there be any when con- 
tinued offerings of competitive cor- 
porate and tax free municipal obli- 
gations, as well as mortgages, were 
available at steadily lower prices and 
higher yields? 

Furthermore, the needs of the 
Treasury Department point definitely 
toward higher interest rates across 
the board. 


Treasury Needs More Room 


Conferences in Washington made 
very plain that the Treasury (1) 
would have to have a substantial 
rise in the debt limit; (2) would 
need a rise in the permissible inter- 
est rate on marketable bonds—now 
414,%—to have the slightest chance 
of selling any; and (3) would have 
to raise the rate of return on Sav- 
ings Bonds. 

The present permanent debt limit 
is $283-billion. The temporary limit 
of $288-billion expires June 30. On 
May 31 the debt was $286-billion. By 
the end of the current year, because 
of the estimated deficit for the final 
six months, the debt will rise to well 
over $290-billion. It is obvious that 
Congress must give the Treasury 
more room. After all, the Treasury 

(CONTINUED ON PAGE 14) 
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“Finger-Tip Touch’ is all it takes! 


First National Bank, Columbus, Ga. * E. Oren Smith, A.I.A., Architect and Jas. J. W. Biggers and Associates, A.1.A., Associate Architects 


® 
P ITTC OMATIC ... the nation’s finest automatic door opener 


S THE depositor walks up to this 
Hercuite® Plate Glass Door and 
touches the handle with his finger, the 
door swings open with a silent—pleasanit— 
invitation to enter. No more struggling 
with heavy doors. No more juggling 
clumsy packages. 

Wherever the Pirrcomatic Automatic 
Door Opener has been used, bankers have 
noticed an increase in business. New deposi- 
tors are attracted to the bank and older 
customers are pleased with the convenience 


Paints - Glass - 


Chemicals - Brushes - 


and modernity of this device. They also 
appreciate the open-vision effect created 
by the glass doors. 

The Prrrcomatic Door Opener operates 
on a simple hydraulic principle and is com- 
pletely dependable. It opens doors 
smoothly, silently, safely at all times and 
is not affected by wind pressure or other 
weather conditions. The Prrrcomatic Door 
Opener can be installed just as easily on 
remodeling jobs as in new construction. It 
is self-contained and has no visible oper- 


Plastics - Fiber Glass 


GLASS PAN ¥ 


In Canada: Canadian Pittsburgh Industries Limited 
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ating mechanism. It can be installed for 
handle, mat, or remote control. 
More information is available. Why not 


send for it today? 


Pittsburgh Plate Glass Company 
Room 9115, 632 Fort Duquesne Bivd. 
Pittsburgh 22, Pennsylvania 


1 would like to offer my customers the 
convenience of the PITTCOMATIC Door 
Opener. Will. you please send complete 
information to: 
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You Can Bank on 


NEWMAN 


for 
Signs Nameplates 
Deskplates Plaques 
Memorial Tablets Railings 
¢ Designed by artists . . . crafted 
by specialists . . . dignified ... 
beautiful. 


e Hand chased bronze .. . alumi- 
num ... stainless steel. 


prices 


SINCE 1882 


/ /ewman 


BROTHERS, INC. 
684 W. 4th St., Cincinnati 3, Ohio 


| sible. 
| bonds at higher rates might have an 
| appeal to investors. But why not 
| remove the limit on the debt alto- 


| gether? It really means nothing. 


| ings plan — withont 
| would be negligible—it is hard to 
| see how there can fail to be a marked 


ESTABLISHED: 1897 


THE 
NIPPON KANGYO BANK 


LTD. 


HEAD OFFICE: HIBIYA TOKYO 

120 BRANCHES THROUGHOUT JAPAN 

New York Representative Office: 
149 Broadway, New York 6 


= | Offered on 


(CONTINUED FROM PAGE 12) 
only needs the money because Con- 


| gress authorized the expenditures. 


A rise in the permissible interest 
rate on bonds—maturities of five 
years or more—is needed if any are 


| to be sold. Perhaps this is not an 
| immediate requirement as it looks 


as if new financing for the balance 


| of 1959 would have to be kept well 
| within the 5-year maturing range. 


In the first half of next year some 
reduction in the debt may be pos- 
Perhaps then longer-term 


An increase in the rate of return 


on, Savings Bonds is an absolute 
| necessity if sales are to keep pace 
| with redemptions. The present rate, 
| 344%, is not enough to justify pur- 


chases. Even with the payroll sav- 
which sales 


increase in redemptions. At the end 


| of April, Savings Bonds outstanding 


totaled a little less than, $51-billion 
and were down nearly $1.5-billion 


| from a year earlier. To maintain the 
| amount outstanding, let alone stimu- 
| late an increase, the rate of return 


must be made more attractive. 


Cost of Bills Going up 


The record of the weekly sales of 
Treasury bills from May 4 to June 1: 
Average Cost Yield 
8mos. 6mos. Spread 
2.935% —3.316%  .38% 
2.722%—3.408%  .68% 
2.869%—3.376%  .50% 
2.878%—3.373% 
3.149%—3.489% .34% 

Average for 


period 2.91% —3.39% 


| Average for pre- 


vious period 2.98% —3.29% 


It is true that average cost of the 
3-month bills was slightly lower than 
for the preceding five weeks, while 
the 6-month bills were slightly 
higher. But after the bank redis- 
count rate was raised from 3% to 
314% and the Treasury began to 
talk about higher rates on bonds, it 
was clear that the rate for bills 
could hardly remain so far below the 
rediscount rate. 

Of the $35-billion of bills out- 
standing on June 5 less than $5- 
billion are owned by the Federal Re- 
serve and commercial banks. At 
some point in the future the possi- 
bility exists that the so far extra- 
ordinary absorption of bills outside 
of the banking system may be les- 
sened. If and when that should oc- 
cur the inflationary effect of a large 
increase in the bill holdings of the 
banking system would be extremely 
difficult to counteract. 


Open Market Committee 
Sits Tight 

From April 29 to June 3 the Gov- 
ernment portfolio of the Federal Re- 
serve banks only increased about 
$300,000,000, which was less than 
the decline in the gold stock and the 
increase in money in circulation. 
Actually in the final two weeks of 
the period there was no change 
whatever in the portfolio although 
credit was growing increasingly 
tight. 

As the demand for credit was 
rising the member banks found it 
necessary to use the rediscount win- 
dow at the Federal Reserve banks. 
For the period the average of “nega- 
tive reserves’ was about $300,000,- 
000, but in the week ending June 3 
they had risen to nearly $525,000,- 
000 and on one day were over $625,- 
000,000. 


Ways to Improve Portfolio Earnings 


W E have several areas in which a sound knowledge of portfolio man- 


agement can pay large dividends. 


First, never reject so-called premium bonds if they offer an appre- 
ciably higher yield than lower priced issues. 

Second, play tax exchanges to the utmost, and remember the selection 
of the replacement is of tremendous importance. 

Finally, coordinate the transfers to the bad debt reserve with the 


bond account tax operations. 


There are other areas in which the portfolio manager can improve 
earnings, but in these three fields alone enough earnings are being 
passed up to cover some rather important salary increases and dividend 
distributions—Harry W. LussEy, vice-president, William E. Pollock, 
Inc., New York, at the American Institute of Banking convention. 
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With no Treasury financing need- 
ing a helping hand, it is clear that 
the monetary authorities have no in- 
tention of easing the situation so 
the amount of “negative reserves” 
will probably show a further in- 
crease. Such conditions force the 
banks to scrutinize new loan de- 
mands with a somewhat skeptical 
eye, as it is certain that the main- 
tenance of unduly high “negative re- 
serves” for too long would meet with 


criticism from the Federal Reserve 


banks. 


Treasury Refinancing— 
More Cash 


While $13.5-billion of 154% cer- | 


tificates mature on August 15, only 


about $5.2-billion are owned outside | 
of the Federal Reserve banks. How- | 
ever, in the exchange on May 15 of | 
$1.8-billion of maturing 144% cer- | 
tificates for new 4% certificates due | 
May 15, 1960, nearly $550,000,000 of | 
the 114% certificates were not ex- | 
changed and had to be paid off. If | 


the August exchange meets that 
sort of reception between $1.0-bil- 


lion and $1.5-billion might have to | 


be paid off. 


As the Treasury deficit for the | 
last six months of 1959 is estimated | 
to be from $6-billion, to $8-biflion a | 
new cash offering is looked for in | 
July, possibly as much as $3.5-bil- | 
lion to $4.0-billion then and perhaps | 


another in August. 


There seems to be little reason to | 
expect anything but a continuation 
of very short term offerings for the | 


new issues with the probability that 


a large part will consist of bills on | 
the usual auction basis. This is par- | 
ticularly likely because the first six | 
months of 1960 ought to produce a | 
sizable cash surplus for the Trea- | 


sury which would permit many of 
the bills to be paid off. 
Even if Congress should authorize 


higher interest rates on bonds, it is | 


doubtful that any would be offered 


in the next three months. Bills on | 


an auction basis let the market set 


its own price and save the Treasury | 


much trouble. 


LADY vs. LUCRE 


She dips into his bank account, 
As if he had an endless pile, 

The way she spends it you would think 
The stuff was going out of style. 


STEPHEN SCHLITZER | 
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consideration of a 
Western Plant Site 


from a Traffic 
Manager’s 


Viewpoint 


Among the various factors to be carefully considered when 
selecting an industrial plant site, transportation is of vital 
importance. 


That's where the Traffic Manager's experience and judgment 
is invaluable. He knows routes—he knows rates. 


He also knows that when a plant is located on or near Union 
Pacific trackage, he can be assured of a reliable freight service 
backed by the most modern facilities and equipment. 

Other factors such as production and communication utilities 
. . labor and living conditions . . . also will be to your liking. 


We suggest you contact your nearest U.P. representative, or 
get in touch with us direct, for confidential plant site in- 
formation. 


Los af 
wow S Industrial Development Dept. 


UNION PACIFIC 


PACIFIC 
RAILROAD 


OMAHA 2, NEBRASKA 
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SELF-PENSIONING- | 


16 BANKING 


THE MERRILL ANDERSON COMPANY, inc. 


Bank and Trust Advertising for Twenty-five years 
142 E. 39th Street, New York 16, N.Y. 
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From the bank’s standpoint does the Simpson-Keogh Bill 
promise loss or profit? 


It promises profit, in our opinion, to the banking side as 
well as the trust department. 


If the bill authorizing the tax-favored building of self- 
retirement funds— passed by the House and pending in the 
Senate—becomes law this year or next, it will do more 

than any legislation we know of to give SAVINGS and TRUST 
Departments a common field of operation. And neither 

will be “asking favors” of the other. Each, within its own area, 
will generate earnings which with streamlined methods 

can be converted into profits. 


Earl S. MacNeill, one of our Vice Presidents, has been 
identified with self-pensioning developments for many years. 
Recently. he has written, for the information of our 

clients, a series of memoranda appraising 

the new business possibilities of the 

bill and suggesting in broad outline certain 

operational features and methods of 

a sales development. 


Many of our clients have acted on the suggestions we have made 
and are on the way to being recognized in their communities 

as leaders in promotion of the self-pensioning concept. 

An increasing number of bankers and trustmen have asked 

for these memoranda as word of them got around. The 
information and ideas we first distributed to our clients are 
now available if you would like to receive them. 


Their titles follow: 

1. Appraisal of Simpson-Keogh Bill. 

2. Simpson-Keogh: Proposed Amendments. 

3. Simpson-Keogh: Operational Procedures and Sales 
Development. 


Copies will be sent to any banking or trust officer on request. 
There is no charge or obligation. 
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THE INVESTMENT 
MARKETS 


H. EUGENE DICKHUTH 


or other a traditionally good 

month for investments, the 
markets were hit with a series of 
proposals just after they had sur- 
mounted the double-pronged threat 
of higher prime rates for commercial 
loans and a higher discount rate. 

The proposals would raise the na- 
tional debt limit from its present 
“temporary” limit of $288-billion to 
either $290-, or $295-billion, also on 
a “temporary” basis. “Temporary” 
means that Congress, which has con- 
trol of the purse strings, will review 
the Treasury’s requirements peri- 
odically. Investors were disturbed by 
the inflationary implications of these 
proposals as they have been by sim- 
ilar ones in the past. 

Another prospect is that the ceil- 
ing on Government bond interest for 
bonds maturing in more than five 
years, may be raised by Congress 
above the present 414 % level. It has 
been charged in some quarters that 
this is politics rather than eco- 
nomics. Yet, there is little hope for 
a downturn in interest rates. 

On a nationwide scale, a substan- 
tial gain in requirement for funds 
seems to be in evidence. This would 
seem to bear out earlier forecasts 
that for the year as a whole, there 
will be a deficiency of savings over 
capital requirements. 

To this must be added the exuber- 
ance of manufacturers who see their 
sales and backlogs of orders rising 
and who, correspondingly, are in- 
creasing their production goals. 
Spending plans by industry are be- 
ing stepped up continually. This adds 
to the pressure for funds in all seg- 
ments of the investment markets. 


E ARLY in June, for some reason 


Markets’ Reactions 


Both the stock and bond markets 
took a dim immediate view of these 
developments. On balance, they de- 
clined and hesitated a bit until a 
clearer view of the situation could 
be obtained. Free trading markets 
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do not like credit restrictions and 
higher interest rates fall in this cate- 
gory. The silver lining, however, was 
that bond yields moved up, nat- 
urally. 

Thus, commercial banks and other 
investors bought steadily the volume 


. of municipal securities which came 


on the market. Much depended on 
selectivity and the degree of scarc- 
ity of the issues involved. 

In line with rising interest rates, 
was the sale of $104,760,000 new 
housing bonds which brought an 
over-all net interest cost of 3.77%. 
This was the highest of any of the 
previous 24 financings by local hous- 
ing authorities, compared with 
3.3087% paid at the last public sale 
last February 26. 

There was caution in the second- 
ary and trading markets. They kept 
pretty much to the sidelines. The 
visible supply of new offerings is de- 
clining these days. This is custom- 
ary with the approach of the dog- 
days of July and August. 

In the early part of June bond 
dealers wanted no part of an inven- 
tory position. New issues of tax-ex- 
empts or corporate obligations were 
purchased with every intention of 
a quick resale. The net result was 
cautious bidding practices. 

As a historical sidelight, it may 
be interesting to note that just about 
a year ago a considerable furor was 
created by the collapse of the Gov- 
ernment bond market. Bond market 
speculation, generally, has come un- 
der investigation and scrutiny since. 


Underwriting Markets 


Flotation of municipals is now 
running at an annual rate of $9.6- 
billion. In other words, if the vol- 
ume of the first four months is sus- 
tained throughout the year, under- 
writings of $9.6- billion would be 
reached by the end of 1959. 

The large volume of sales was 
achieved despite rising bond yields. 
Inventories of unsold bonds, con- 


versely, have also been increasing, 
but only slightly. However, the boost 
was attributable mainly to one par- 
ticular water issue which was sched- 
uled for reoffering. 

The latest tabulation on bond elec- 
tion results always gives a good in- 
dication of voters’ feelings about 
their communities. In April, $257,- 
000,000 in bond authorizations were 
approved which represented about 
79% of the total. This was the larg- 
est April total since 1955. Of the 
total, about $171,000,000 were for 
elementary and secondary schools. 

In the first four months of the 
year, the aggregate of approved is- 
sues, $581,000,000, was about 20% 
higher than in the corresponding 
1958 period, but it was about on a 
par with 1957. 

Authorizations for elementary and 
secondary schools followed the same 
pattern as for bond issue authoriza- 
tions as a whole. Genera!ly speaking, 
it can be said that the change for 
the better reflects voters’ confi- 
Gence in the future. Last year’s de- 
pression psychology has given way. 


Bond Elections Up $100,000,000 


Bond elections scheduled for the 
rest of the year are in the neighbor- 
hood of $900,000,000. This compares 
with about $800,000,000 at the same 
time last year. Almost 90% of the 
bonds scheduled for future elections 
are for the financing of educational 
facilities. 

Median reoffering yields and their 
rise were pinpointed in a recent bul- 
letin of the Investment Bankers As- 
sociation of America. For 5-year ma- 
turities of all grades, the average 
yield rose from 2.60% in February 
to 2.65% in April. For 10-year ma- 
turities, the increase was from 3.03% 
to 3.07% and for 20-year maturities, 
the gain was from 3.42% to 3.45%. 


Investment Companies 


Confidence in the future is also 
reflected by the pattern of share pur- 
chases in open-end investment com- 
panies, or mutual funds. The num- 
ber of new accumulation plans un- 
der which investors buy periodically, 
either monthly or quarterly, in- 
creased to 31,394 in April. In March, 
30,134 new plans were started; but 
in April 1958, only 17,678 were be- 
gun. 

Total purchases of mutual fund 
shares in April amounted to $192,- 
018,000 compared with $122,206,000 
in April 1958. 


BANKING 


... another total system 
for demand deposit accounting 


7070 


with pa persmindling equipment 
rf | 


This new system is adaptable to banks with 
a large volume of checks. 
It provides banks with: 
automatic check processing 
automatic preparation of transaction journals 


detailed or abbreviated statements 
as required 

a fully transistorized system for 
speed .. . economy . . . compactness 


Like all IBM data processing equipment, 
banking systems may be purchased or leased. 
For more information, call your local 

IBM representative today. 


IB M Data Processing 
® 
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heard along main 


Birthday No. 175 


THE Bank of New York celebrated 
Birthday No. 175 on June 9. Organ- 
ized 110 days after the British evac- 
uated New York City, it was the 
first bank established in New York 
State. The year was 1784. 

It has seen 6 major panics, 10 eco- 
nomic depressions, seven wars. Its 
chief organizer was Alexander Ham- 
ilton. 

This bank made the first loan to 
the new Federal Government for 
$200,000 in 1789. 

It established the first correspond- 
ent banking relationship with the 
Bank of North America, now the 
First Pennsylvania Banking and 
Trust Company, Philadelphia, in 
1784. 

The first bank notes issued in New 
York were printed on a hand press 
in The Bank of New York in 1791. 

And it has paid a dividend in each 
of its 175 years. 

To help celebrate, the bank pub- 
lished ‘Window on America: the 
Growth of a Nation as Seen. by New 
York’s First Bank,” written by Ed- 
ward Streeter, retired senior officer. 


Albert C. Simmonds, Jr., chairman of 
The Bank of New York, places a wreath 
on the grave of Alexander Hamilton, 
chief organizer of the bank, as Rev. 
Canon Bernard C. Newman, vicar of 
Trinity Church, watches. Brief cere- 
monies were held in Trinity Churchyard 
in commemoration of the bank’s 175th 
anniversary, June 9 


About People 


RICHARD W. KOEHN, from assis- 
tant vice-president and assistant 
comptroller to vice-president and 
comptroller, First Wisconsin Na- 
tional Bank, Milwaukee. 


RoGER W. CUTLER, JR., and SAR- 
GENT S. ROWE, both become vice- 
presidents at Second Bank-State 
Street Trust Company, Boston. 


CHARLES P. REILLY, assistant 
cashier, celebrates his 60th anni- 
versary at First National Bank of 
Erie, Pa. 


JAMES W. G. WooLcoTT, from as- 
sistant vice-president to vice-presi- 
dent, Bank of Asheville, N. C. 


WILLIAM A. BRADY becomes audi- 
tor, Mercantile Trust Company, St. 
Louis, Mo. 


Dr. GABRIEL HAUGE, finance com- 
mittee chairman, Manufacturers 
Trust Company, New York, re- 
ceives honorary law doctorate from 
Muhlenberg College, Allentown, Pa. 


ARTHUR HuG, JR., from assistant 
vice-president to vice-president, Se- 
curity National Bank, Huntington, 
N. Y. 


DoucLas C. KELLY, from assis- 
tant vice-president to vice-president, 
First Western Bank and Trust Com- 
pany, San Francisco. 


THOMAS E. LEE, from assistant 
vice-president to vice-president, Fi- 
delity Bank, Los Angeles, Calif. 


JOSEPH M. MUHEIM becomes vice- 
president, First National Bank of 
Arizona, Phoenix. 


JAMES CASTELANO becomes vice- 
president and cashier, Trinidad 
(Colo.) National Bank. 


Compiled by Marguerite A. Beck 


RALPH M. Fox, from vice-presi- 
dent to president, Easton - Taylor 
Trust Company of St. Louis, Mo., 
succeeding the late WILLIAM L. 
GREGORY. 


A. J. FORSYTHE, president, First 
National Bank, Pierce City, Mo., is 
awarded merit certificate by Gamma 
Sigma Delta, honor society of agri- 
culture, for his unstinted support of 
University of Missouri College of 
Agriculture and other agricultural 
programs in southwestern Missouri. 


E. Ray TAYLOR, WILLIAM A. 
FISHER, both become vice-presidents, 
Citizens and Southern Bank of At- 
lanta, Ga. 


JOHN A. HIME, from executive 
vice-president, Grayson County State 
Bank, Sherman, Tex., to vice-presi- 
dent, River Oaks State Bank, Hous- 
ton. 


John deLaittre, president, Farmers and 
Mechanics Savings Bank of Minneap- 
olis, was elected president of the Na- 
tional Association of Mutual Savings 
Banks at the association’s 39th annual 
conference held in Atlantic City. He 
succeeds William A. Lyon, president, 
Dry Dock Savings Bank of New York. 

Edward P. Clark, president, Arlington 
(Mass.) Five Cents Savings Bank, was 
elected vice-president of the associa- 

tion. 
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streef 


of the staff of BANKING 


IrA E. PRICE becomes president, 
newly - organized Suburban Bank, 
Henrico County, Va.; CLIFFORD M. 
BEASLEY is cashier and secretary. 


S. H. CHELSTED, from vice-presi- 
dent to executive vice - president, 
ThriftiCheck Service Corporation, 
New York. Mr. CHELSTED is also 
president of ThriftiMatic Corpora- 
tion, an associate company. 


CHARLES T. BAUER is made assis- 
tant financial vice-president, United 
States Fidelity and Guaranty Com- 
pany, Baltimore. 


T. F. BECKWITH, Australian Man- 
ager, overseas department of The 
English Scottish and Australian 
Bank Ltd., Melbourne, is on an 11- 
week visit to the United States and 
Canada, with a view to further ex- 
pansion of business. 


Bos Tripp, former news director, 
WFAA-TV, Dallas, joins First Na- 
tional Bank in Dallas as assistant 
director of advertising and public re- 
lations. 


PIERRE BUHLMANN, Officer of sev- 
eral companies affiliated with Amer- 
ican Bank Credit Plan, also becomes 
treasurer of the American Install- 
ment Credit Corporation, New York 
City. 


WILLIAM H. FLORY becomes vice- 
president, Englewood State Bank, 
Denver, Colo.; PAUL R. MULLEN be- 
comes assistant cashier. 


RENO P. RANSOM, vice-president 
and trust officer, retires from Se- 
attle-First National Bank. 


JAMES M. LARGE, board chairman, 
Provident Tradesmens Bank and 
Trust Company, Philadelphia, re- 
ceives honorary doctorate of hu- 
manities from Moore Institute of 
Art, also Philadelphia. 
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N. Y. Banks Merge Into 4th Nationwide Spot 


Harold H. 
Helm, 
Chairman 


THE largest banks in the country 
will once more be repositioned if all 
goes as planned for CHEMICAL CORN 
EXCHANGE BANK and NEW YORK 
TRUST COMPANY, now among the top 
10, in a national listing based on 
total resources. 

The proposed consolidation of 
these two banks, still subject to 
approval by stockholders (both meet- 
ings are set for July 8) and reg- 
ulatory authorities, would create 
CHEMICAL BANK NEW YORK TRUST 
CoMPANY, with capital funds in ex- 
cess of $385,000,000 and total re- 
sources of over $4.3-billion, accord- 
ing to March 31 figures for both 
banks. This would make the new 
bank third largest in New York and 
fourth largest in the country, based 


Hulbert S. 
Aldrich, 


Vice-chairman 


The Committee for Economic De- 
velopment, a national nonprofit, non- 
political organization of business- 
men and educators whose primary 
function is to use objective research 
to determine private and public pol- 
icies which will promote economic 
growth and stability in our free 
economy, announced the following 
bankers among its 32 newly elected 
trustees: WALTER R. BIMSON, board 
chairman, Valley National Bank, 
Phoenix; JAMES D. ROBINSON, JR., 
board chairman, First National 
Bank of Atlanta, Ga.; CHARLES E. 
THWAITE, JR., board chairman, Trust 
Company of Georgia, Atlanta. 


Harris C. Kirk, from president 
to board chairman, American Trust 
Company, San Francisco, Calif.; 
RANSOM M. Cook, from senior vice- 
president to president; DWIGHT W. 


Gilbert H. 
Perkins, 
Vice-chairman 


on a comparison of total resources. 

Holders of NEW YORK TRUST 
shares would get 134 shares of the 
new institution for every NEw YORK 
TRUST share now held. CHEMICAL 
shares now outstanding would re- 
main outstanding as shares of the 
new institution. 

Harold Helm, CHEMICAL CORN 
chairman, would remain ‘chairman 
of the new bank, and Adrian M. 
Massie, NEw YORK TRUST chairman, 
would become chairman of its trust 
committee. Hulbert S. Aldrich, pres- 
ident of NEw YORK TRUST, would be- 
come a vice-chairman of the merged 
bank; Isaac B. Grainger, president, 
and Gilbert H. Perkins, vice-chair- 
man of CHEMICAL, would continue in 
their titles at the new bank. 


Adrian 
M. Massie, 
Trust Chairman 


CHAPMAN, fron senior vice-president 
to executive vice-president; STUART 
A. HEATLEY, who was vice-president, 
has now become senior vice-presi- 
dent. 


WILLIAM H. KELLEY, cashier, 
Framingham (Mass.) National 
Bank gets bachelor of science from 
Boston University. 


J. FRANK HOLAHAN, from special 
assignment agent, Federal Reserve 
System Board of Governors, Wash- 
ington, D. C., to vice-president, Na- 
tional Bank of Westchester, White 
Plains, N. Y. 


AINSLIE A. SLODDEN, KENNETH E. 
SMALLEY, both become senior vice- 
presidents at Manufacturers and 
Traders Trust Company, Buffalo, 
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Is Special Financing 


Your Customer’s Problem? 


When you have clients whose requirements are beyond 
your loaning policy our service can help them get additional 
working capital. It is important to small business. Proper 
financing makes business better. The lack of finances or 
ready cash often stands in the way of progress and more 


profit. 


Financing organizations give consideration to: 

TERM LOANS—LOANS AGAINST RECEIVABLES 
—COLLATERAL LOANS—CHATTEL MORTGAGE 
LOANS — PURCHASE AND LEASE-BACK OF EQUIP- 
MENT —REAL ESTATE LOANS— FACTORING OF 
ACCOUNTS RECEIVABLE — INVENTORY LOANS 
—REDISCOUNT OF INSTALLMENT PAPER AND 
MISCELLANEOUS SECURED ADVANCES. 


We provide lending institutions necessary data on loan 
applicants and their requirements. New investment equity 
capital is an asset to your community economy. We help 
the small businessman who has the character, integrity 
and assets to warrant such help, find the financial institu- 


tion best fitted to his individual needs. 


NORTH AMERICAN 
ASSOCIATES, Inc. 


Executive Office 
216 North Wabash Avenue 
Chicago 1, Illinois 


KERMIT HANSEN becomes assistant 
vice-president, United States Na- 
tional Bank of Omaha, Nebr. 


ELMER W. SCOTT, assistant cash- 
ier, American National Bank, Den- 
ver, Colo., retires after 39 years. 


FENTON J. WALSH, assistant vice- 
president to vice-president, Lafay- 
ette National Bank, Brooklyn, N. Y.; 
MICHAEL R. GENTILE becomes assis- 
tant vice-president. 


WILLIAM J. STANNERS, assistant 
cashier, becomes assistant vice-pres- 
ident at Hartford (Conn.) National 
Bank and Trust Co. 


EDWARD G. LUCHT resigns as pub- 
lic relations vice-president, Merchan- 
dise National Bank, Chicago, and 
starts new public relations service 
for “banks of modest size.’”’ Formerly 
with a Toledo PR firm, he was also 
for several years on the staff of the 
National Association of Bank Audi- 
tors and Comptrollers. 


CHARLES G. SPOSATO, vice-presi- 
dent, County Trust Company, White 
Plains, N. Y., retires after 50 years 
in banking. 


HERBERT C. MOSELEY becomes 
president, Bank of Virginia, Rich- 
mond, succeeding THOMAS C. Bou- 
SHALL who remains board chairman. 


Vernon Schwaegerle, who has _ been 
associate director of public relations at 
the American Meat Institute in Chicago, 
has been named to the new position of 
executive secretary of the Financial 
Public Relations § Association. Mr. 
Schwaegerle, who will assume duties at 
the FPRA headquarters in Chicago as 
of July 1, will succeed Preston E. Reed, 
FPRA executive vice-president when he 
retires in November 1960 
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FRANCIS P. BuRNS, president, 
Beneficial Saving Fund Society of 
Philadelphia, is appointed to Penn- 
sylvania Banking Board. 


C. W. BAILEY, who in 1946 was 
president of the American Bankers 
Association, becomes board chair- 
man and remains chief executive of- 
ficer of First National Bank of 
Clarksville, Tenn.; EDWARD M. Nor- 
MAN becomes president. 


THOMAS C. BOUSHALL, board chair- 
man of Bank of Virginia in Rich- 
mond, has been awarded honorary 
doctorate in commercial science by 
University of Richmond. 


JOHN W. NickuM, from vice-presi- 
dent, Bank of Millvale, Pittsburgh, 
Pa., to president, American Trust 
Company of South Bend, Ind. 


VOLKERT S. WHITBECK, from assis- 
tant vice-president to vice-president, 
Bank of New York. ELDON H. READ, 
Jr., ROBIN A. DANTON, ARTHUR L. 
ARMITAGE, all become assistant vice- 
presidents. 


Leadership Speech 
Awards Offered 


THE Ford Foundation’s Fund 
for Adult Education has an- 
nounced the establishment of 
awards of $1,000 each for the 
three best speeches or articles 
on public leadership to be pre- 
sented during each of the years 
1959 and 1960. 

For purposes of the awards, 
the Fund is interested in dis- 
cussions of leadership in, the 
whole range of positions in 
which executive decisions and 
executive actions have public 
consequences—such as in Fed- 
eral, state, and municipal gov- 
ernments, on national organiza- 
tion, school or college boards, 
as foundation officials, labor 
leaders, political party leaders, 
as executives serving abroad in 
governmental or private posi- 
tions, etc. 

To be considered for an 
award, a copy of the material 
presented and a description of 
its occasion should be sent to 
the Office of Information, Fund 
for Adult Information, 200 
Bloomingdale Road, White 
Plains, N. Y. 
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Reduce 
copying costs 
as much as 50% 
with 

Peerless 
QUICK SILVER... 
a 

completely 

new 

office 
photocopy 


process 


Peerless Photo Products, Inc. | 
Shoreham, Long Island, New York 
Gentlemen: 


Please send me more inforniation about QUICK SILVER, 
the completely new office photocopy process which: 


1 — makes single copies at only 5 cents each 

2 — makes an unlimited number of copies from one negative 
3 — makes all copies of equally good quality 

4 — eliminates peel-apart and throw-away sheet 


5 — is available as a combination unit or as a separate 
processor adaptable to your own copying machine 


6 — has no copy limitations 
COMPANY. 


STREET. 
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State Association Presidents —1959-60 


Above, left to right, VIRGINEA, Harry V. Lindsey, executive vice-president, First National Bank, Richlands; NEW MEXICO, 
Joseph B. Sisler, president, Clovis National Bank, Clovis; NEW HAMPSHIRE, William H. Westen, executive vice-president 
and treasurer, The Whitfield Savings Bank and Trust Co. 


Above, left to right, ILLINOIS, Kenneth E. Cook, president, Du Quoin State Bank; VERMONT, Roland T. Sandberg, pres- 
ident, Vermont Bank and Trust Company, Brattleboro; MONTANA, Claude M. Jones, president, First National Bank in 
Miles City 


Below, left to right, DISTRICT OF COLUMBIA, Justin D. Bowersock, executive vice-president, Union Trust Company of 
the District of Columbia; NORTH DAKOTA, A. L. Garnaas, vice-president and cashier, The Farmers and Merchants Bank 
of Sheyenne; MINNESOTA, Harold L. Hanson, president, First National Bank of Baudette 
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WILLIAM M. MCNABB becomes 
vice-president, First Western Bank 
and Trust Company, San Francisco. 


OWEN L. CARLTON, vice-president, 
retires from Central National Bank, 
Cleveland, after 42 years with the 
bank. 


There are 11 finalists for this 
year’s Jean Arnot Reid Award, a 
presentation made each year by the 
National Association of Bank 
Women to an outstanding bank 
woman who has earned her A.I.B. 
Standard Certificate during the year. 
This year’s finalists are: IRENE BERE, 
Merchants National Bank, Aurora, 
Ill.; SELMA HANSON COONEY, First 
National Bank, Kansas City; HAZEL 
CRANDALL, California Bank, Los An- 
geles; LETA DARLENE FRIESEN, Bank 
of America, N. T. & S. A., Orland, 
Calif.; URSEL GIERLOFF, American 
Security and Trust Company, Wash- 
ington, D. C.; PATRICIA A. PAYNE, 
United States National Bank, San 
Diego; WANDA A. POLAND, Federal 
Reserve Bank of Dallas; ALICE TELL- 
JOHN, Bank of America, N.T. & S.A.., 
Van Nuys, Calif.; FRANCES H. TREw, 
Bank of America, N.T. & S.A., San 
Francisco; JOAN M. WHALEN, Sub- 
urban Trust Company, Silver Spring, 
Md.; MAXINE J. YEAGER, First Na- 
tional Bank, Orlando, Fla. 


EDWARD J. FREY, president, Union 
Bank and Trust Company, Grand 
Rapids, Mich., 
A.B.A. Instalment Credit Commis- 
sion and member of the A.B.A. Ex- 
ecutive Council, becomes a director 
of the United States Chamber of 
Commerce. 
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chairman of the 


And How Do You Identify 
Your Depositors? 


SEAMEN’S BANK for SAVINGS in 
New York City (more about this old 
bank on page 29) required much 
more than a signature for depositor 
identification back in the year 1829. 

Here’s a specimen description from 

their old records: 
“Large scar on instep of right foot; 
square Dutch face, and scar on Caff 
of left leg; cut on left rist above the 
thum; scar on left hand above thum 
aucationed by a bile; a little grey, 
speaks quick and is about my size; 
nose has a list to starboard; scar on 
ankel done by lance or iron in killing 
a whale, a very plain man.” 

Anybody with that much decora- 
tion sounds pretty fancy to us. 


HARTWELL F. TAYLOR, former 
American Institute of Banking pres- 


ident, and former executive director | 


of the Consumer Bankers Associa- 
tion, becomes director of bank rela- 
tions, Fidelity Bankers Life Insur- 
ance Corporation. MR. TAYLOR was 
most recently president of National 
Bank of Maryland, Silver Springs, 
Md. 


BYRON L. HARRISON resigns from | 


presidency of The Gotham Bank, 
New York City. 


DANIEL S. FROLEN becomes vice- 
president and trust officer, The Trust 
Company of New Jersey, Jersey 
City. 


ELMER M. HARMON, Ph.D., joins 
staff of Bowery Savings Bank, New 
(CONTINUED ON PAGE 27) 


Another new | 
joins the | 


bank 
A.B.A. as left to 
right, Charles R. 
Huegely, A.B.A. 
state 
dent, Illinois, ac- 
cepts first 
payment 


utive 
dent and John J. 
Watt, president, 
newly organized 
Land of Lincoln 
Bank, Springfield 


vice-presi- | 


dues | 
from | 
C. T. Weir, exec- | 
vice-presi- | 


The ONE BANK 
SERVING { 
ALL ARIZONA | 


President 


.; MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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cd: “We like its compactness 

and efficiency,”” says Mr. 

W. A. Canary of Footville 

State Bank, Footville, Wis. “I can certainly 
recommend it to any one who is consider- 
ing the purchase of a Money Changer, as 
1 know it will satisfy them as it has us.” 


| You'll like the way the Coinmaster delivers 
| exact change instantly by pressing only one 
| or two keys. Speeds up customer service, 
reduces chance of error. 


NEW LOW PRICE, $215 Tut 
Sturdy aluminum, grey hammertone finish. Roll out 
or Bank cup delivery. Parts and workmanship 
guaranteed. 
Manvfacturers of famous MP-Jr. 4a 
Other coin-changers from 
$54. Ask your dealer— 


Metal Products Engineering, Inc. 
Dept. B-7, 4000 Long Beach Ave. 
Los Angeles 58, California 
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FOR CREDIT INFORMATION 
SEE FIRST NATIONAL CITY FIRST 


The FIRST NATIONAL CITY BANK of New York 


HEAD OFFICE: 55 WALL STREET, NEW YORK 165, N. Y. 


ll For a complete 

78 OVERSEAS BRANCHES, OFFICES AND AFFILIATES e 78 BRANCHES IN NEW YORK aX | ae 
First National City 
can perform for you, 
Securities Handling Facilities * Dealers in State and Municipal Bonds -« Participation in Local Loans oan aa 
Personalized Service * World-Wide Banking Facilities * Complete Metropolitan New York Office Coverage e a 

Correspondent 


Member Federal Deposit Insurance Corporation Fist on World Wide Banking 


Around-the-clock Transit Service * Collections * Credit Information * Bond Portfolio Analysis * Complete 
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; main street (cont'd) 


York City, as assistant vice-presi- 
dent. DR. HARMON was most recently 
secretary of the American Bankers 
Association Research Council. 


J. KEARSLEY MITCHELL, from as- 
sistant vice-president to vice-presi- 
dent, Provident Tradesmens Bank 
and Trust Company, Philadelphia. 


W. Hunt DUNAWAY, JR., from as- 
sistant vice-president to vice-presi- 
dent, Texas Bank and Trust Com- 
pany of Dallas, Tex.; GIPSON EDGAR 
CARPENTER, JR., becomes assistant 
cashier. 


Among changes at First National 
Bank of Boston, Mass.: HORACE M. 
CHADSEY becomes senior vice-presi- 
dent; STANLEY R. BARNES becomes 
assistant vice-president. 


JEROME P. CORCORAN, RICHARD G. 
MILLER, both become vice-presidents, 
Mellon National Bank and Trust 
Company, Pittsburgh, Pa. 


OLIVER E. MCGILL, ROBERT C. 
STRUBLE, JOSEPH G. STEVENS, all be- 
come vice-presidents, Security-First 
National Bank, Los Angeles, Calif. 


About Banks 


BETHEL (Conn.) NATIONAL BANK 
merges into FAIRFIELD COUNTY 
TRUST COMPANY. 


Up!” 


BIG league, little league, any kind 
of league at all—when baseball sea- 
son starts, lots of banks are right in 
there pitching. 

For example, EXCHANGE NATIONAL 
BANK bought out Al Lopez Field in 


Tampa for one night, and gave free | 


tickets to what turned out to be the 
largest crowd ever to see a home 
game played by the Tampa Tarpons. 
FIDELITY TRUST COMPANY, Pitts- 
burgh, signed with radio station 
KDKA as sponsor for the 15-minute 
“pre-game warm-up” before every 
one of the Pirate home games. 

The photo at the bottom of the 
page illustrates the CHICAGO FINAN- 
CIAL ADVERTISERS’ avid interest in 
their home team and America’s 
favorite spectator sport. 


UNION BANK AND TRUST COMPANY, 
Bethlehem, Pa., and PEOPLES BANK 
OF BETHLEHEM announce merger, 
pending approvals. 


First NATIONAL BANK, Whites- 


‘ville, N. Y., merges and becomes 
Whitesville branch of CITIZENS NA- 


TIONAL BANK. 


LONG BEACH (Calif.) NATIONAL 
BANK merges into UNITED STATES 
NATIONAL BANK. 


OxFORD BANK, New Comerstown, 
Ohio, merges into NATIONAL BANK 
OF DOVER. 


FARMERS AND BANK OF AMHERST, 
Va., becomes BANK OF AMHERST. 


Coats and ties came off in honor of Bill Veeck, White Sox president, at a Chicago 

Financial Advertisers luncheon meeting. Left to right: Dan Stevens, Pullman 

Trust and Savings Bank; Guy Steagall, Chicago National Bank; Charlie Gill, 

Southeast National Bank; Mr. Veeck; and Stan Hogshead, City National Bank, 
who is Chicago Financial Advertisers president 
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STE IMBERG 


Look out 
for your 
clients’ funds=— 
tell them 
about 
FIRST 
NATIONAL 
CiTyY BANK 
TRAVELERS 
CHECKS 


e You keep 90% of the 
selling commission 


e Instantly acceptable everywhere 
e Prompt refund service 
e Advertised throughout the world 


National advertising... 
plus free sales aids 


to buy First National 
City Bank Travelers 
Checks. 


BACKED BY THE BANK THAT’S 
FIRST IN WORLD WIDE BANKING 


Member Federal Deposit Insurance Corporation 
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HOW TO SAVE 
3/4 THE MANHOURS 


SPENT HANDLING BIG ACCOUNTS 


Lock box depositing constantly reminds corporate accounts of the com- 
plete service you provide. 

But it can also be a constant headache — with expensive typing and 
checking operations. You can eliminate all these steps . . . save up to 
34 of the manhours they require . . . and save your clients even more 
depositing time. Here’s how: 

As you receive them from the assigned post office box, make photo- 
copies of the checks. Tape the checks and copies; compare the totals. 
Then float the checks at once; send the photocopies with deposit tape 
to the depositor. 

With Photostat® Photographic Copying Apparatus you can process 
up to 1,000 checks an hour — without chance of error — and save most 
of the handling expense. The saving in time builds balances — makes 
happy clients. 

It’s a way to give better service at less cost. We’ll be glad to give you 
all the details. 


PHOTOSTAT CORPORATION 


P.0.BOX 1970 BMeROCHESTER 3,N. Y. 
PHOTOSTAT ts tHE TRADE maRK OF PHOTOSTAT CORPORATION 


WINONA (West Va.) NATIONAL 
BANK changed title and moved to 
GAULEY NATIONAL BANK, Gauley 
Bridge. 


First NATIONAL CITY BANK, New 
York City, opens Third Avenue and 


46th Street office. 


MICHIGAN NATIONAL BANK starts 
construction of 11-story building in 
Lansing. As well as commercial of- 


| fices, building will house complete 
| electronic bookkeeping and tabulat- 
| ing system. 


First NATIONAL BANK OF MorR- 


| PHYSBORO, IIll., celebrates its 70th 
_ year of service. 


CITIZENS BANK OF OSWEGO, Oreg., 


| celebrates grand opening of new 
| head office quarters. 


FIRST NATIONAL BANK OF AKRON, 


| Ohio, opens new Arlington Plaza 
| Shopping Center branch. 


COMMERCIAL STATE BANK, Melvin, 
Tll., becomes MELVIN STATE BANK. 


FARMERS BANK OF THE STATE OF 


| DELAWARE and PEOPLES NATIONAL 
_ BANK OF LAUREL, Del., merge. Bank 


proposes further mergers with FIRST 
NATIONAL BANK OF DAGSBORO and 


| with LEWES TRUST COMPANY. 


| Symbolizing the role of banking in the 


oil industry was this First National 
Bank and Trust Company float in the 
International Petroleum Exposition pa- 
rade in Tulsa. Two huge 14-foot “sil- 
ver dollars,” one a 1959 coin and one 


| dated 1859, the year oil was discovered 


in the United States. On the rear of the 


| float was the reminder, “Oil Makes The 


Dollars Go ’Round” 
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FIRST NATIONA 


... A NEW DISPLAY EVERY DAY 


Are you wasting thousands of valuable 
advertising dollars? Banks throughout 
the country are making their windows 
and lobbies pay extra dividends with 
TIMELY EVENTS' attention-getting 
fluorescent displays featuring time, 
barometric pressure and outstanding 
Custom designed to 
blend with your decor and priced as 


newspictures. 


low as $2.00 per week. 


TIMELY EVENTS 


236 N. Clark St. Chicago 1, Ill. 


> 


\ N K 


Signs of distinction, in excellent 
taste—from desk name plates to 
building facade letters. The 
impressive creations of U.S. Bronze 
serve the country’s leading banks. 
Yet the cost is modest. Write today 
for catalog and full information. 


Sign Co., Inc. *, service. 
Dept. B, 101 W. 3ist St., New York I, N. Y. 
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First NATIONAL BANK OF MAN- 
CHESTER, Conn., merges with HART- 
FORD NATIONAL BANK AND TRUST 
COMPANY. 


LonGc BEACH (Calif.) NATIONAL 
BANK merges into UNITED STATES 
NATIONAL BANK OF SAN DIEGO. 


First NATIONAL BANK OF TUSKA- 
LOOSA, Ala., opens new Parkview 
branch. 


Merger pending approvals: FAIR- 
FIELD COUNTY TRUST COMPANY, 
Stamford, Conn., with DANBURY 
(Conn.) NATIONAL BANK. 


First NATIONAL BANK OF SOMER- 
SET COUNTY, Mass., completes addi- 
tion to Somerville office. 


RIDGEDALE BANK & TRUST COM- 
PANY, Chattanooga, Tenn., merges 
into HAMILTON NATIONAL BANK OF 
CHATTANOOGA. 


‘Salty’? Bank Honors 
Heroic Sea Captain 


THERE was a decidedly salty at- 
mosphere about New York’s finan- 
cial district last month when Sea- 
men’s Bank for Savings, celebrating 
both its 130th anniversary and the 
opening of its new Bowling Green 
office, presented a bankbook credited 
with a symbolic $130 to Capt. Sam- 
uel Nickerson, heroic captain of the 
tugboat H. Thomas Testi, Jr. 

Capt. Nickerson, one of the many 
seamen the bank has honored, was 
cited for heroic action on the part of 
himself and his crew of 10 when they 
rescued eight adults and one boy— 
the only survivors among 72 people 
on board—when an American Air- 
lines turbo-prop plane crashed 
through fog into the East River last 
February 3. At the sound of the im- 
pact, the 57-year-old skipper turned 
the spotlight of his tug on the wreck- 
age, sent a radio alert, cut two 
barges valued at $300,000 loose from 
his boat, and with members of his 
crew, plunged into the icy waters to 
pull out the struggling crash vic- 
tims. 

Although its services are now ex- 
tended to people in all walks of life, 
Seamen’s was originally established 
for the benefit of those “immediately 
concerned with a seafaring life” and 
has continued to take a deep interest 
in the welfare of seamen and the tra- 
ditions of the sea. 


.. enjoy yourself after a long day 
in your office... 
soothed by the sparkling 
blue water of your new pool 
beside your own home... 


in just ten days you can enjoy 
this thrill of modern living... 
... the cost is less than 
that of the finer new cars... 
just a few dollars a month 


NATIONAL pools . . . made of 

prestressed concrete for a 
life-time investment 

specified by architects and 

engineers for America’s finest 

country club, hotel, community 

and school pools... 
preferred by homeowners 


~. who want the very best 


Awe : 
\\ NATIONAL 
POOL | 


equipment co. 


NATIONAL POOL EQUIPMENT CO. 
P.0. Box 1101, Indianapolis, Ind. 


OO I’m enclosing 25c. Please send me 
your new swimming pool brochure. 


0 ! plan to install a swimming pool 
within twelve months. 


(C1 | am interested in a pool installation 
franchise. 
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CITIZENS AND MANUFACTURERS NA- 
TIONAL BANK and COLONIAL TRUST 
CoMPANY merge to form COLONIAL 
BANK and TRUST COMPANY, Water- 
bury, Conn. 


First NATIONAL BANK OF BOSTON 
celebrates its 175th birthday July 5. 


FirsT NATIONAL BANK OF SAN 
JOSE, Calif., opens Saratoga-Quito 
branch. 


MANCHESTER (Mass.) TRUST Co., 
merges into GLOUCESTER SAFE DE- 
POSIT AND TRUST Co. 


LONG ISLAND TRUST COMPANY, 
Garden City, N. Y., opens County 
Center office. 


THE UNITED STATES NATIONAL 
BANK OF PORTLAND, Oreg., opens 
“Halfway” Branch. 


NATIONAL SHAWMUT BANK OF 
BosToNn, Mass, completes moderniza- 
tion and enlargement of main office. 


THE FIRST NATIONAL BANK OF 
SOUTH CHARLESTON, W. Va., holds 
open house in new bank building. 


BANCO PEDOROSO, Cuba’s first new 
bank under the new regime, opens 
on the Habana-Hilton premises. 


SECOND NATIONAL BANK OF BEL- 
VIDERE, Ill., celebrates its 75th Anni- 
versary. 


City NATIONAL BANK, Beverly 
Hills, Calif., opens Palm Springs of- 
fice. 


Newly organized GuLF COAST 
STATE BANK opens in Winnie, Tex. 


WEST HUDSON NATIONAL BANK, 
Harrison and Kearny, N. J., merges 
into First NATIONAL BANK OF JER- 
SEY CITY. 


FIRST NATIONAL BANK OF ANSON 


County, N. C., results from merger | 


of BANK OF MORVEN and First Na- 
TIONAL BANK, Wadesboro. 


ANSON BANK AND TrRusT Co., re- 
sults from merger of BANK OF AN- 
SON, N. C., BANK OF PEACHLAND, and 
BANK OF WADESBORO. 


WORCESTER (Mass.) County NA- 
TIONAL BANK announces Greendale 
office to open in the fall. 
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City BANK, Washington, D. C., 
merges into AMERICAN SECURITY AND 
TRUST COMPANY. 


SECOND NATIONAL BANK OF BEL- 
VIDERE, IIl., celebrates its 75th anni- 
versary. 


MANUFACTURERS NATIONAL BANK 
starts new Michigan Avenue, Detroit, 
branch office to be completed in the 
fall. 


Merger pending approvals: THOMP- 
SONVILLE (Conn.) TRUST COMPANY 
into CONNECTICUT BANK AND TRUST 
ComPANY, Hartford. CONNECTICUT 
BANK AND TRUST also announces 
plans to relocate main office in new 
building now under construction. 


Bimson Backed 


For A.B.A. V-P 


THE candidacy of CARL A. BIM- 
SON, Valley National Bank president, 
for the vice-presidency of the Ameri- 
can Bankers Association, has been 
given another supporting vote by a 
state association. 

Following his endorsement by 
bankers in his home state, the New 
Jersey Bankers Association has an- 
nounced that at a meeting of its 
executive council a resolution was 
passed endorsing the Phoenix bank- 
er for the office of A.B.A. vice-presi- 
dent. The resolution cites his “qual- 
ities of leadership and .. . degree of 
training and experience.” 

(CONTINUED ON PAGE 32) 


State Association Presidents—1959-60 


Below, left to right: TEXAS, W. A. Pounds, president, Tyler Bank and Trust 

Company, Tyler; DELAWARE, William R. Brown, cashier, First National Bank 

of Wyoming; bottom, left to right: UTAH, K. J. Sullivan, executive vice-president, 

Continental Bank and Trust Co., Salt Lake City; INDIANA, Floyd A. Hines, 
president, Fayette Bank and Trust Company, Connersville 
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Docking in Chicago: 


a new era of international commerce 


Now, with the opening of the 
St. Lawrence Seaway, Chicago 
proudly takesits place asa major 
world seaport. Standing by, 
ready to help bankers and busi- 
nessmen handle the interna- 
tional commerce brought by the 
Seaway, is The First National 
Bank of Chicago. We can offer 
you complete correspondent 


services. And additionally, more 
than ninety years experience in 
international banking. We look 
forward to serving you. 


VISIT US AT OUR DISPLAY 
AT THE INTERNATIONAL 
TRADE FAIR! 

JULY 3-18 NAVY PIER 


INTERNATIONAL BANKING 
DEPARTMENT 


Leslie H. Dreyer 
R. Kenneth Newhall 
. Vice-President 
. Vice-President 
st. Vice-President 
Asst. Vice-President 
Henry T. Hanigan Assistant Cashier 
A. Thomas Davis 


Willard A. Heckendorf 


Assistant Cashier 
Assistant Cashier 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets - Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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BUILT TO CUT 
COIN HANDLING 
COSTS! 


JOHNSON 
Model 30-SS Automatic 
High-Speed 
COUNTER-PACKAGER 


i ds for 
w high standar 
4 efficiency and economy. 


Handles @ 
nies to hal 
Increases @ 
i es 
ction. Proviat 
secretion. Savings y 
amortize its low first cost. 


JOHNSON Lightning 
CHANGE-MAKER 


Makes change fast, 
accurately. Stops 
short-change, over- 
change. Han- 
dles rush hour 
crowds smoothly, 
without extra 
help. Budget- 
riced, yet built 
or years of trou- 
ble-free perform- 
ance, 


Portable Electric 
COIN COUNTER 


Counts and wraps 
pennies to halves 
inclusive; also tokens, 
hain driven. 
Equipped with 
re-set cyclometer. 
Light-weight, 
compact. Priced 
to make it an out- 
standing value. 


SORTING EQUIPMENT AND 
WRAPPERS ALSO AVAILABLE 


sounson 


FARE BOX COMPANY 
A BOWSER Subsidiary 

4633 N. Ravenswood Ave., 
Chicago 40, Illinois 

Phone: LOngbeach 1-0217 


DISTRICT FIELD OFFICES 


NEW YORK 17: 420 Lexington Ave., BOSTON: 
25 Southwest Park, Westwood (Boston 
Suburb), CLEVELAND 11: 4209 W. 150th St., 
DALLAS 19: 1706 Hinton 
SAN FRANCISCO 3: 468 Ninth Street 


Sales and Service Offices in Other Cities 
Listed Under BOWSER, Inc. 


| serious financial 


i main street (cont'd) 


CITIZENS NATIONAL BANK, Los 
Angeles, opens Civic Center branch. 


PEOPLES SAVINGS BANK, Bridge- 
port, Conn., opens East Side branch. | 


FARMERS STATE BANK, Jessup, | 
Iowa, opens East Side branch. 


PISCATAQUIS SAVINGS BANK, Dover- 
Foxcroft, Me., opens Millinocket | 
branch. | 


Farmers Bank Steps In 


THE Farmers Bank of the State | 
of Delaware played a leading role | 
in a recent top level panel discussion | 
of the ailing finances of the state | 
of Delaware. | 

From an editorial in the Wilming- | 
ton, Del. Journal- Every Evening: 
“The government of Delaware—as | 
distinguished from the people and 
the economy of Delaware — is in | 
trouble. It has | 
run out of cash reserves. Its credit | 
in Wall Street is endangered, be- 
cause it keeps spending more than 
it takes in, and because it keeps 
on piling up an already topheavy 
bonded debt.” 

In an effort to develop and stimu- 
late constructive public thinking on 
this problem, Farmers Bank, fiscal 
agent for the state, and the News- 
Journal Company joined in sponsor- 
ing a panel discussion entitled “Red 
Ink in Delaware.”’ Among the prom- 
inent panelists were Edward Hage- 
meyer, vice-president Farmers Bank; 
State Senator James H. Snowden, 
Republican, Wilmington; State Sena- 
tor Peter Nechay, Democrat, Kent 
County. 

Mr. Hagemeyer, who has been 
top financial adviser to Gov. J. Caleb 
Boggs and other state officials for 
close to two years had long been 
sounding alarms over the state’s 
general fund deficits and increasing 
bonded debt. 

William K. Paton, board chair- 
man and president, Farmers Bank, 
underlined his bank’s attitude in 
his greeting to the panel when he 
said, “We (Farmers Bank) have 
always felt responsibility to watch 
the finances of the state of Dela- 
ware.” (END) 


Ready 
Early in 1960 


FIRST 


NATIONAL BANK 
MINNEAPOLIS 


UPPER MIDWEST'S 

MOST DISTINCTIVE 

FINANCIAL CENTER 
Our new 28-story banking home 
is being built on a foundation 


of 102 years as financial part- 
ner to Upper Midwest progress. 
Founded 1857 
Resources: Over $479,000,000 
€ Member Federal Deposit Insurance Corporation 
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News Trends and Consensus 


that the forces working against and for inflation 

are balanced temporarily and precariously. The 
wholesale and retail price indexes have been fairly 
steady for more than a year. 


Te: most important business news at this time is 


Opposing Forces 

Among the factors working against inflation are ex- 
panding industrial capacity, the huge volume of new 
and improved products, natural resistance to higher 
prices, competition, the courage and competence of 
monetary authorities, and the vigor of business lead- 
ership in the fight. 

Factors working for inflation include the govern- 
mental spenders under political pressure, the monetiza- 
tion of Federal deficits, reckless spending by many 
state and local governments, wages rising faster than 
productivity, the expectation of inflation and conse- 
quent hedging against it, and the insidious doctrine 
that we can spend ourselves rich. On page 56 of this 
issue a newspaper editor takes this doctrine and strips 
it right down to its red flannels all in a spirit of good 
clean fun. Perhaps what the subject needs for better 
public understanding is more ridicule and less pontifi- 
cating. 

In some ways the expectation of inflation is the root 
of it: If we could be convinced that the balance of 
forces would continue, one of the chief inflationary 
threats would disappear. Public assurance of a stable 
dollar would be far more effective than public educa- 
tion in thwarting the danger. 


Inseparable Subjects 


The business outlook and the inflation outlook are 
almost inseparable. They look like twins and even 
their closest acquaintances have trouble telling them 
apart, 

The more inflation threatens, the more Government, 
industry, and consumers are inclined to spend and the 
more active business becomes. This provides the creep- 
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The OUTLOOK 


and CONDITION OF BUSINESS 


Briefly 
¢ Business uniformly confident 
¢ Inflationary forces fairly balanced now 
¢ Chances of upsetting the balance are many 


Summary of Leading Factors 

(1) Statistics point to rising business activity. 

(2) Gross National Product forecasts are being 
revised upward toward an annual rate of $500- 
billion by the end of this year. 

(3) Prices practically stable but some increases 
expected in second half of this year. 

(4) Wages heading up. Regardless of steel settle- 
ment, the speed and spread of recovery is creating a 
climate favorable to wage increases. 

(5) Employment and unemployment trends show 
unexpected improvement. 

(6) Money rates may rise slightly because of 
credit demand and Reserve policies. 

(7) Housing ahead of forecasts. First four 
months saw 1.366-million at an annual rate and 
from the current permit volume it looks like this 
will continue and exceed 1955. 

(8) Business investment being revised upward. 
Now over $32.5-billion at an annual rate which is 
still about $4.5-billion under the 1957 record. 

(9) Consumer goods are active. The housing rise 
and general spending trend portends an unusual 
year for everything from pianos to skin-diving 
equipment. Consumer credit outstanding reached 
$34.5-billion in the first four months and is rising. 

(10) Foreign trade increasing and so is foreign 
competition, much of it competition with ourselves, 
the output of U. S. plants abroad or foreign plants 
built with dollar aid. 
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ing inflationists with statistical support for their 
theories. 

This fact should be faced frankly because the first 
step in fighting inflation is to recognize the true nature 
of the problem and the powerful human and emotional 
forces back of it. Certainly a large fraction of the 
public thinks that if this is inflation we’ve been hav- 
ing for 20 years, let’s have more of it. 


Creeping or Crawling 


Incidentally, this word creeping first crept into the 
everyday language of economics when Leonard Ayres 
used it in 1929 to describe the creeping bear stock 
market. Semantically its meaning was sinister then, 
while now it seems.to imply something innocent and 
harmless. “Crawling inflation” might be better. 

Often, from the standpoint of public education, mere 
words and phrases are far more effective than all the 
statistics and economic arguments in the library. Only 
once since inflation became a major issue in the United 
States, about 20 years ago, has the public been genu- 
inely aroused, and this was when former Secretary 
Humphrey accidentally dropped his hair-curling remark 
into the great stream of words about inflation. He tried 
to retrieve it but the stream was too fast for him. 

Whether it was the figure of speech or the timing 
of the remark is beside the point. It lives because it 
tied inflation and depression together like a spree and 
a headache, or sin and penance, in a way anyone can 
understand, even those who take 20 years to get 
through the eighth grade. 


Opposing Opinions 

A do-it-yourself opinion poll on inflation can be con- 
ducted simply by reading and listening. In fact the 
subject is so much discussed that it is hard to avoid 
taking some kind of mental poll. No matter how it’s 
done it will show five main categories of opinions or 
attitudes: (1) the Administration; (2) the Inflation 
Creepists or Crawlers; (3) the Conservatives; (4) the 
Don’t Know’s; and (5) the So What-ers. 

To define these a little better, the first includes those 
who are related officially or spiritually to the political 
in’s. Generally this group sees the business future in 
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a rosy light, recognizing the tremendous problems but 
convinced that these will be solved and that competent 
monetary management, new products, and a popular 
will toward better living guarantee a dynamic future. 

The second group are the economic Epicureans who 
believe that the more cake you eat the more you have. 
They are for easy money, rising wages, and more Gov- 
ernment spending. As a rule they know these things 
are inflationary but feel that a reasonable amount of 
inflation is an essential ingredient of economic growth, 
not to mention political success. 

The third group includes most business and financial 
leaders, an encouragingly large segment of public offi- 
cials, and perhaps most economists and all who live 
on fixed incomes. They don’t think inflation is in- 
evitable but do believe that its destructive consequences 
would be inevitable if allowed to continue. They want 
to do something about it but are not agreed on the 
causes or the cures. 

Group four consists of those who do not know much 
about it and are bored by the whole subject. The sports 
page is enough for them, or television or perhaps some 
of those current products of the book publishing field 
which have given carte blanche to the kids who used 
to chalk bad words on the sidewalks and fences. These 
kids, by the way, have finally come into their intellec- 
tual heritage but they’d better make hay because there 
is not much farther to go in working the obscenity 
field in the guise of literature. 

Finally, the fifth group which is probably the ma- 
jority, complacently accepts a situation which provides 
the illusion of prosperity and well-being. They are 
opposed to inflation but tolerant toward everything 
that causes it. They are like the old Roman, mentioned 
in some connection recently, who liked to philosophize 
with the Stoics but eat with the Epicureans. 

This last is the group who must be persuaded and 
convinced of the dangers and social evils of inflation 
before much can really be accomplished. 


Scene Can Change Fast 


There are two things which could quickly check the 
resurgence of business toward new records. One is the 
(CONTINUED ON PAGE 128) 
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Washington 


The Inflation Fight Shapes Up 


THOMAS W. MILES 


inflationary forces at work in 

the economy has become the 
principal domestic problem plaguing 
the Administration and Congress. 

Inflation is bursting the Federal 
debt ceiling and raising interest 
rates on money needed to pay Gov- 
ernment bills. The remedies offered 
by doctors in economics and practi- 
tioners in politics are too numerous 
to mention. 

The Administration, with growing 
support in Congress, is persistently 
and effectively plugging away at its 
sales of the homely virtues of “dis- 
cipline and restraint.’’ The President 
himself has taken to the field and 
he has the support of such stalwarts 
in his Administration as Secretary 
of the Treasury Robert B. Anderson 
and Budget Director Maurice H. 
Stans. The goal is to keep Federal 
spending within Federal income to 
avoid as much as possible further 
monetization of the public debt. 


The New Debt Limit 


President Eisenhower had just 
asked Congress, as this was written, 
for greater flexibility in setting in- 
terest rates on Government bonds 
and for an increase in the debt ceil- 
ing. There may be some quibbling 
about the interest rates, but there 
can’t be much about the debt limit. 
Congress, which has authorized the 
expenditures that brought about the 
indebtedness, is virtually obliged to 
raise the ceiling. 

The President wants better tools. 
He wants to pep up the lagging U. S. 
Savings Bond program by making 
the interest rate a more attractive 
3.75% rather than 3.26%, and to re- 
move the restrictive 4.25% interest 
rate ceiling on new issues of Gov- 
ernment bonds so that they can be- 
come competitive. He wants the 


Tin problem of containing the 
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statutory limit set by Congress for 
the national debt raised from $283- 
billion to $288-billion and the tem- 
porary limit increased from $288- 
billion to $295-billion. 

FRB Chairman Martin, testifying 
before the House Ways and Means 
Committee, rejected other sugges- 
tions as inflationary. He emphasized 
that inflationary measures can be 
avoided if the Treasury is not forced 


“to comply with arbitrary ceilings 


on the size of the debt or the rate 
of interest it pays.” 

The national debt will be about 
$285-billion by the time this issue 
of BANKING is published. That leaves 
about $3-billion leeway under the 
new debt ceiling. 


Budget Outlook 


Shortly before the President made 
his requests of Congress, the House 
Ways and Means Committee released 
some of the figures that Secretary 
Anderson and Budget Director Stans 
reported om the nation’s financial 
condition. These showed that the 
budget for 1960—that is for the 


Budget Director Maurice Stans briefs 
newsmen on the 1960 Federal budget 


fiscal year starting July 1—will be 
$400,000,000 in the red if Congress 
continues to refuse to raise gasoline 
taxes and postal rates, as the Presi- 
dent proposed. Spending will be 
$78.1-billion, revenues $77.7-billion. 
The deficit for the current fiscal 
year was estimated at $12.4-billion. 
Mr. Stans talked about the “proba- 
bility” of an $80-billion budget for 
1961 because of “built-in” increases 
of $1.5-billion to $2-billion a year. 


Use of the Veto Threat 


The President is adamant in his 
stand for a balanced budget and bold 
in using as his sanction the threat of 
a veto. 

Senate and House conferees are 
now trying to come up with an omni- 
bus housing bill that the President 
will not veto. The House passed a 
$2.1-billion housing bill, rejecting 
the $1.3-billion Administration -sup- 
ported Herlong bill. 

It might just happen that there 
will be no housing bill this year, as 
last year, and that only FHA funds 
will be continued. It is felt here that 
the Congress could not override a 
Presidential veto of the housing bill. 


Tax Status Review 


Savings banks were put on notice 
by a friend and champion in Con- 
gress that they can expect “at least 
a serious review of their tax status.” 
The notice came from Representa- 
tive Eugene J. Keogh of New York, 
counsel for the East New York Sav- 
ings Bank in Brooklyn. Coming from 
Mr. Keogh, an important majority 
member of the House Ways and 
Means Committee where all tax leg- 
islation originates, the notice has 
significance. 

Mr. Keogh was repeating what his 
chairman, Wilbur D. Mills of Ar- 
kansas, indicated in December to the 
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same group, the National Associa- 
tion of Mutual Savings Banks. But 
he was much more specific. He said: 
“.. . you must be prepared to jus- 
tify your present tax treatment. 

“I know that our committee will 
want to look at all preferential or 
differential treatment that has been 
written into the tax books. However, 
Chairman Mills does not take the po- 
sition that all seeming preferences 
and differentials must come out. 

“If they can be justified, then they 
will stay. . . . They will need to be 
supported by demonstrable evidence 
that they are in the public interest.” 

Mr. Keogh was critical of the dis- 
satisfaction expressed by commercial 
banks about their tax treatment in 
relation to mutual savings banks 
and savings and loan associations. 

His criticism contained what was 
considered an implied threat that 
“banking functions might be re- 
aligned so as to segregate thrift ac- 
counts in commercial banks.” He 
suggested this approach, he said, to 
remind his friends in commercial 
banking that there is another side 
to the coin. 


Tax Revision Study 


Mr. Keogh’s intelligence came 
May 19, the day after Chairman 
Mills announced Ways and Means 
Committee plans for revision of the 
Federal tax system. 

This study, which will be of tre- 
mendous importance, will start with 
hearings November 2. Then on the 
basis of the information brought out 
in these hearings Ways and Means 
will try to develop specific legisla- 
tive proposals for extensive revision 
of the income tax structure. The re- 
sulting tax revisien bill will in turn 
be the subject of hearings. Such a 
continuing and far-reaching study 
as Mr. Mills proposes could go on 
for a number of years and bring 
changes gradually in the tax laws. 


A.B.A. Tax Proposals 


What about the proposals advo- 
cated by the American Bankers As- 
sociation for more equitable taxation 
of commercial banks, mutual savings 
banks, and savings and loan associ- 
ations? 

They will go into the legislative 
hopper, along with other tax pro- 
posals almost literally as grist for 
the committee’s legislative mill, and 
be considered in the broader context 
of tax revision. Regardless of its 
merits, more than that could not be 
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expected under these circumstances. 
Ways and Means usually comes up 
with its own tax bills. It could avail 
itself of the precise expression of 
ideas, such as spelled out in the pro- 
posals supported by the A.B.A., but 
these proposals would be much move 
likely to be part of the omnibus bill 
that the committee would draw up. 


Obstacle to Keogh Bill 


The Keogh-Simpson bill, H. R. 10, 
has passed the House and come 
against the formidable hurdle of the 
Senate Finance Committee. This is 
a tax proposal of special interest to 
bank trust departments. With a few 
exceptions, this bill would permit the 
self-employed person, such as a 
lawyer, doctor, grocer, etc., to de- 
posit in his retirement trust, on a 
tax deductible basis, 10% of his net 
earnings, not to exceed $2,500. 

Although Treasury recognizes that 
the present law does not give self- 
employed people tax treatment for 
their retirement savings .comparable 
to that now accorded to employees 
covered by employer - financed pen- 
sion plans, it is nonetheless opposed 
to it “on revenue grounds.” It needs 
the money, particularly in view of 
the tight budget situation. Further, 
it is afraid of opening the door to 
other demands. 

The proposal got a big lift re- 
cently, however, when Senator 
George A. Smathers of Florida in- 
troduced a companion bill, S. 1979, 
in the Senate. 


Other Tax Reforms 


Another pending tax reform mea- 
sure involves the tax liability of a 
stockholder in a corporation that is 
required to divest itself of the stock 
of a subsidiary company. Senator J. 
Allen Frear, Jr., of Delaware, would 
correct this in his bill, S. 200. 

The Senate Finance Committee has 
held hearings on the bill, but that 
is as far as it can go for the time 
being. The bill is a tax measure and, 
as such, must originate in the House. 
It could, however, be tacked on as 
a Senate amendment to a House tax 
bill—which is what Senator Frear 
hopes. 

There is also a strong movement 
afoot to liberalize the tax provisions 
affecting small business investment 
companies under the Small Business 
Investment Company Act which was 
passed in the 85th Congress. Sen- 
ator John, J. Sparkman of Alabama 
and Representative James Roosevelt 


of California both have bills on 
which hearings have been held. 

In testifying at the Senate one- 
day hearing Thomas Grant, Jr., Of 
Charlotte, N. C., senior vice-presi- 
dent of the First Union National 
Bank of North Carolina, spoke for 
the National Association of Small 
Business Investment Companies 
which he heads. 

He asked that the new small busi- 
ness investment companies be ex- 
empt from personal holding tax pro- 
visions of the Internal Revenue Code 
and from the penalty tax on accumu- 
lated earnings and profits. He also 
wanted a deduction for SBICs on 
15% of the interest received by them 
on long-term loans. 


The Vault Cash Bill 
Faces House Opposition 


Chairman Brent Spence’s House 
Banking and Currency Committee 
obtained a rule as this was written 
to bring the Member Bank Reserve 
Requirements Bill, S. 1120, up for 
debate in the House. As BANKING 
reported last month, it passed the 
Senate easily. 

There is determined opposition to 
the bill from Representative Wright 
Patman of Texas. Mr. Patman testi- 
fied against it at some length and 
took 30 pages in the committee re- 
port on the bill to present his “Dis- 
senting Views.” 

Two other members of the Bank- 
ing Committee, Representatives 
Henry S. Reuss of Wisconsin and 
Byron L. Johnson of Colorado, in- 
serted “Supplemental Views” in the 
report. They did not approve of 
the reduction of the upper limit of 
demand deposit reserve require- 
ments for central Reserve city bank 
from the present 26% to 20%. 

Even so, the ‘‘Vault Cash Bill,” as 
it is known here, would appear to 
have a good chance of being passed 
and signed into law this session. In 
brief, the bill would authorize the 
Federal Reserve Board to treat vault 
cash as reserves, to eliminate the 
“central Reserve city” classification 
for a number of New York and Chi- 
cago banks, and to allow individual 
banks in central Reserve cities and 
Reserve cities to carry lower re- 
serves. The committee summed up its 
opinion of the bill thus: 

“This bill will create a more ra- 
tional and equitable structure of re- 
serve requirements, thereby improv- 
ing the monetary tools the Board 
(Federal Reserve) has available.” 
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Bank Merger Bill Opposed 


The prospects for the Bank Merger 
Bill, S. 1062, which passed the Sen- 
ate shortly after the “Vault Cash 
Bill” last month, are not encourag- 
ing. Representative Clarence E. Kil- 
burn of New York has introduced a 
similar bill in the House. The po- 
litical atmosphere is not conducive 
to the Bank Merger Bill. And the 
news about big bank mergers taking 
place does not help. 

In addition Chairman Emanuel 
Celler of the House Judiciary Com- 
mittee stands as a strong double 
threat. On the one hand he is op- 
posed to the Bank Merger Bill and 
on the other he might put pressure 
on to move it. so that he could bring 
bank mergers wholly under the Clay- 
ton Act. 

The question has been raised in 
certain quarters here whether the 
compromises worked out in the Sen- 
ate (covered by BANKING last 
month) might not have changed Mr. 
Celler’s attitude. This is doubtful. 


National Bank Law Changes 


After the Senate passed the Bank 
Merger and Vault Cash bills, the 
“Brown bills,” H. R. 6092 and 6093, 
began to move in the House. 

The “Brown bills,” so-called be- 
cause they were introduced by Rep- 
resentative Paul Brown of Georgia, 
chairman of Subcommittee No. 2 of 
the House Banking Committee, 
would revise certain lending powers 
of national banks and otherwise 
amend national bank statutes. 

Mr. Brown’s subcommittee held 
hearings. Comptroller of the Cur- 
rency Ray M. Gidney and Chairman 
Jesse P. Wolcott of the Federal De- 
posit Insurance Corporation testified 
in support of the bills. Mr. Wolcott 
suggested certain amendments, but 
they were merely technical and clar- 
ifying. 

The Federal Reserve Board sub- 
mitted a statement for the record of 
the hearings. This statement came 
as a surprise because it was critical 
on a number of points, some of 
which the Fed passed last year when 
they were included in the Financial 
Institutions Bill. 


A.B.A. Witnesses Testify 


Two witnesses appeared for the 
A.B.A. in behalf of the bills. They 
were M. Monroe Kimbrel, executive 
vice-president of the First National 
Bank of Thomson, Ga., and Harry F. 
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Harrington, president of the Boat- 
men’s National Bank of St. Louis. 
Mr. Harrington’s statement analyzed 
the technical features of the bills 
and Mr. Kimbrel’s was more general. 

Discussing the balance that is 
needed between supervision and the 
necessity for banks to be progressive 
in, meeting the financial needs of 
their communities, Mr. Kimbrel said: 

“A banking system that is too 
tightly circumscribed by outdated 
laws cannot make its full contribu- 
tion to economic growth and pros- 
perity.” 

The Brown bills should get through 
the House this first session, and 
quite possibly the Senate. There is 
a provision in H. R. 6092 which Sen- 
ator Edmund S. Muskie of Maine is 
very much interested in—to the 
point of introducing his own bill. 
This would exempt from real estate 
loan limitations those real estate 
loans which are fully guaranteed or 
insured by a state or state authority. 


The Inter-American Bank 


’ There is no real opposition in Con- 
gress to a new international banking 
proposal. This is the Inter-American 
Development Bank which President 
Eisenhower on May 11 urged Con- 
gress to authorize our participation 
in. This is for a bank with initial 
capital of $850,000,000 and a Fund 
for Special Operations with initial 
resources of $150,000,000 to finance 
economic development in Latin- 
America. 

In testifying for the Inter-Amer- 
ican Bank, Secretary Anderson made 
the point that “a good portion of the 
resources which the bank will have 
for its lending operations will come 
from the private investors who buy 
its securities rather than from the 
public treasuries of its members.” 
The securities will be marketed here 
on the same basis as those of the 
International Bank. The Secretary’s 
statement, which can be obtained by 
writing to Treasury, makes a fas- 
cinating exposition of what is essen- 
tially modern banking ingenuity and 
inventiveness in meeting a national 
problem. 

The A.B.A. is supporting the In- 
ter-American Bank too. Frank T. 
Mitchell, senior vice-president of the 
Overseas Division of The First Na- 
tional City Bank of New York, testi- 
fied in its behalf. He made the point 
that the Bank “represents a definite 
and concrete counter-thrust to the 
Soviet offensive in Latin-America.” 


Federal Credit Unions 


A bill liberalizing the scope of 
Federal credit unions has been re- 
ported by Mr. Patman’s Subcommit- 
tee No. 3 to the full Banking Com- 
mittee. But as of this writing the 
committee has taken no action to re- 
port the bill out. 

The bill would authorize the char- 
tering of Federal central credit 
unions, raise Federal credit unions’ 
unsecured loan limit from $400 to 
$1,000, increase their maximum au- 
thorized loan maturity limit from 3 
to 5 years, and authorize Federal 
credit unions to charge for cashing 
and issuing checks. In a statement 
the A.B.A. went on record in oppo- 
sition to the bill. 

Because credit unions are coopera- 
tives and cooperatives are politically 
potent in Congress there will very 
likely be a credit union bill passed 
by this 86th Congress. But whether 
it will be in this session is a ques- 
tion. It can get through the House 
but might be delayed in the Senate. 

When the committee report on the 
bills comes out BANKING will try to 
give it complete coverage. 


Minimum Wage Increase 


The American Bankers Associa- 
tion has recommended that “there 
be no increase in the minimum wage 
required by the Fair Labor Stand- 
ards Act at this time.” 

In a statement to the Subcommit- 
tee on Labor of the Senate Labor and 
Public Welfare Committee the As- 
sociation expressed its belief that 
“the proposed increase ih the min- 
imum wage required by the Fair 
Labor Standards Act would not be 
advisable. This increase from $1 
per hour to $1.25 per hour,” con- 
tinued the statement, “would cause 
undue hardship for many banks, par- 
ticularly the smaller banks, most of 
which are located outside of metro- 
politan areas.” An increase also 
“will further aggravate the difficul- 
ties that have confronted small bus- 
ness enterprises.” 

On the basis of FDIC figures, the 
statement said it was apparent that 
“smaller banks require more people 
to service a million dollars of de- 
posits than the larger institutions. 
It is also evident that, even though 
salary levels are usually lower in the 
smaller banks, they spend a consid- 
erbly larger portion of their current 
operating earnings for ‘salaries, 
wages, and fees.’ ” 
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International Lending Agencies — 


Out-of-pocket and Out-of-hand? 


Everybody likes a bargain. The 
“little guy” often feels he has a 
size-given right to get the better of 
a bargain with a “big guy” .. 
a process that sooner or later cuts 
the “big guy” down to “little guy” 
size if he lets it get out of hand. This 
situation rears its head in the inter- 
national bank and lending agency 
situation, where the “little guy” 
borrower shops the market of “big 
guy” lending agencies—and comes 
home with hard cash in soft terms. 
What this means in terms of U. 8. 
dollars follows. 


F you happen to be a Filipino 
operating a small industrial 
establishment and needing some 

equipment, materials, or services for 
which you have been unable to save 
the capital, you can get the money 
from Uncle Sam in the form of a 
dollar loan on easy terms, repayable 
in pesos over the years. The interest 
rate will not only be far below pre- 
vailing Philippine rates, but con- 
siderably less than the U. S. Treas- 
ury itself has to pay for long-term 
money. 

If you are a Chinese in the ship- 
building business in Taiwan, you 
may borrow several million dollars 
from American banks, with the 
United States Government guaran- 
teeing the loan, for a fee of 2% a 
year. 

If you are an Iranian official with a 
road project in mind, a partner in 
a Guatemalan kenaf’ bag factory, a 
Dutchman wishing to emigrate from 
overcrowded Holland to spacious 
Australia, a Somalian engaged in 
fishing, the manager of a Ceylonese 
suburban railway, the mayor of 
Karachi wanting to install water and 
sewage facilities, Congress has made 
it possible for you to get the money 
you want from the Development 
Loan Fund. You will get the loan 
in dollars which you are free to 
spend anywhere in the free world 
for equipment or services; and you 
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may pay it off gradually in your own 
currency, however “soft” it may be. 

This new U. S. Government bank, 
the Development Loan Fund, pro- 
vided for in the Mutual Security 
Act of 1957, began operations in 
1958 and has already managed to 
get rid of some $700,000,000 of U. S. 
taxpayers’ money. Since the launch- 
ing of this Washington financial bar- 
gain basement through January this 
year the DLF, according to one of its 
press releases, “had formally been 
presented with loan proposals total- 
ing over $2.8-billion.” This figure, 
the release omitted to mention, was 
achieved with the help of the active 
solicitation of U. S. official missions 
abroad, inspired by dispatches from 
the State Department on DLF’s be- 
half. 

While Congress ponders the 


DLF’s request for another $700,000,- 
000 instalment for dissemination in 
the vast underdeveloped nations of 
the non-communist world, including 
Yugoslavia, which is considered to 
be “outside the bloc,” the staff of the 
National Advisory Council under the 
direction of Secretary of the Treas- 
ury Anderson is busily preparing a 
brief to justify Congressional invest- 
ment in yet another billion dollar or 
bigger development bank, the Inter- 
national Development Association 
(the IDA). At the same time, in 
keeping with an Administration 
promise to the Latin Americans, the 
President already has submitted for 
Congressional approval the project 
for a billion-dollar (initially) mixed 
hard and soft currency institution to 
be called the Inter-American Bank. 
(CONTINUED ON PAGE 125) 


BORROWERS’ ALPHABETICAL GUIDE 
TO OFFICIAL SOURCES OF DOLLARS 


Development Loan Fund 
Export-Import Bank 


European Monetary Fund (successor to European Payments 


Union) 


ESF* Exchange Stabilization Fund 


IADB 
IBRD 
World Bank) 


Inter-American Development Bank 
International Bank for Reconstruction & Development (the 


ICA* International Cooperation Administration 


IDA (P) 


International Development Association 


IFC International Finance Corporation 
IMF International Monetary Fund 


MEDB 


Middle East Development Bank 


PL 480* Public Law 480, passed during the second session of the 83rd 
Congress, involving long-term local-currency loans to finance 
sales of surplus farm products 


PSF* President’s Special Fund 
DD Department of Defense 
OCDM 


*—entirely financed by U. S. Government. 


Office of Civil Defense Mobilization 


(P)—projected with Eisenhower Administration’s announced support. 


BANKING 


DLF* 

EIB* 

EME 

| 


Bankine’s Spotlight on — 


LEWELLYN A. JENNINGS 


The Deputy Comptroller of the 
Currency is introduced by BANKING’S 
Washington correspondent, Herbert 
Bratter, who provides interesting 
sidelights as he traces the rising 


path of Mr. JENNINGS’ career. 


top career employee of the 
Comptroller’s office in Washing- 
ton is no accident. He got there as 
a result of ability and a long career 


Teer Lewellyn A. Jennings is a 


in bank supervision. But that “Lew” .- 


Jennings got interested in banking 
at all was more or less an accident. 

Back in 1924, when the 18-year- 
old native Missourian was finishing 
high school at Silver Creek, N. Y., 
through a bank director he was en- 
abled to take a part-time job as clerk 
with the Silver Creek National Bank. 
At the time, Lew was still thinking 
of going to college. But upon re- 
ceipt of his diploma that summer he 
took the job full time, remaining 
with the bank five years. In 1929 he 
moved to the field staff of the Comp- 
troller’s office, becoming an assistant 
national bank examiner in the Sec- 
ond Federal Reserve District. 


Assignments Were Varied 


In this position Mr. Jennings for 
several years worked out of Buffalo 
and Albany, being next transferred 
to New York City, where he was 
made examiner in charge of all but a 
few of the very biggest banks in that 
metropolis. He examined banks in 
New York, New Jersey, and Con- 
necticut. From 1937 to 1939 he was 
assigned to the examination of for- 
eign branches of national banks 
located in Europe, Latin America, 
and the Caribbean area. During this 
period, and also in 1941, Mr. Jen- 
nings was lent for temporary periods 
to the Haitian Government to make 
Surveys and examinations of the 
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central bank in that country. He 
examined branches of national banks 
in most Latin American countries as 
well as the UK, France, Belgium, 
and Italy. 

Subsequently, from 1939 to July 
1941, Mr. Jennings was examiner in 
the Second District, with head- 
quarters in New York City. In that 
post he had under his purview the 
foreign department of the then Na- 
tional City Bank of New York. 


Then Came the War 


Tokyo made the next move affect- 
ing the course of Lew’s career. Hav- 
ing in July 1941,been transferred to 
Washington as Assistant Chief Na- 
tional Bank Examiner, in December 
1942, a year after Pearl Harbor, he 
found himself a private in the 
Army’s medical corps, taking his 
basic training in Arkansas. After a 
course at the Officers Candidate 
School at Duke University, he be- 
came Lieutenant Jennings, assigned 
to Leland Stanford University for 
training in military government. 
Thus Lew got to college after all— 
two colleges. 


Experience Plus Honors 


For about two and a half years, 
starting in January 1944, he served 
in, Europe as a Military Government 
officer. But the medicine he was 
handing out there was not pharma- 
ceutical, but financial. With the 
SHAPE mission to the Free French 
in London and, immediately upon its 
liberation, in Paris, Lew dealt with 
financial matters. Then he became 


a financial intelligence officer at Gen. 
Eisenhower’s headquarters in Ver- 
sailles, subsequently moving to 
Rheims, Frankfurt, and Berlin. In 
Frankfurt he headed the Financial 
Institutions Branch of the Office of 
Military Government. In Berlin in 
October 1945 he was chief of the 
Foreign Exchange and Blocking Con- 
trol Branch of OMGUS. There he 
worked out the blueprints for Ger- 
many’s export-import program. 

Awarded the Legion of Merit for 
his war service, Lew was back in his 
Washington office by mid-1946. In 
1948 at the Navy’s request he visited 
Guam and Samoa to help work out 
details pertaining to banking in those 
islands. 


Postwar Promotions 


He was named Third Deputy 
Comptroller of the Currency on Sep- 
tember 1, 1950. The following March 
he became Second Deputy and in 
February 1952 was advanced to his 
present position. 

When Lew left the Silver Creek 
National Bank to become a Govern- 
ment employee in 1929 he sold the 
only bank shares he ever owned, 
shares in the institution for which 
he had worked for five years. The 
price he got for his shares made an 
all-time high. Altogether Lew re- 
members with gratitude the part- 
time job that started him on his 
career. 
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IN THE ELECTRONIC AGE 


Look Before You Leap 


HAT will happen to bank man- 

\\/ agement in the Electronic 

Age that’s just beginning? 

Will running a bank be so nearly a 

pushbutton operation that only some 

good machine operators and pro- 

gramers, and a few top men to 

make loans, will be needed? Well, 

the changes probably won’t be quite 
that radical, but... 

In the opinion of one well-known 
expert, Harold E. Randall, vice-pres- 
ident and comptroller, The First 
National Bank of Boston, the top 
and intermediate levels of manage- 
ment must be very alert in this area 
during the next 10 years; the decade 
will provide management with one 
of its biggest challenges. 

Mr. Randall, who is chairman of 
the A.B.A. Bank Management Com- 
mission which recently, through a 
subcommittee, developed the com- 
mon machine language, told the 
American Institute of Banking con- 
vention in Philadelphia that the com- 
ing decisions were both difficult and 
important. He suggested several 
questions that must be faced: 

What equipment will be used? 
(This one may take months of in- 
tensive research.) What about the 
timing of its purchase or rental? 
What improvements in service can 
be expected? What will be the ef- 
fect on customers? What are the 
costs and what effect will they have 
on the selling prices of bank ser- 
vices? Who will be responsible for 
installing and operating the equip- 
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ment? In what areas will the equip- 
ment be available? What installa- 
tions should have preference? How 
will people be trained for the equip- 
ment? 


A Broad Concept Needed 


The Electronic Age, Mr. Randall 
continued, ‘necessitates an over-all 
systems concept. Computers have 
enormous capacity; they are also 
very costly and can be economical 
and profitable only if used to ap- 
proximately full capacity. 

“Management, therefore, has the 
job of analyzing its entire operation 
from the viewpoint of selecting 
equipment and a system that covers 
the entire operation. Some banks 


Mr. Randall addressing the American 
Institute of Banking convention meet- 
ing in Philadelphia 


have already run into the difficulty 
of selecting equipment that seems 
logical for one or two functions, only 
to find that they have selected the 
wrong equipment for the remaining 
functions. There are situations where 
a temporary selection of semi-auto- 
matic equipment seemed worthwhile 
. . . but my advice would be not to 
jump too fast until you have taken 
a good over-all look at your ultimate 
needs.” 


The Common Language 

Taking a look at the present status 
of the common machine language, 
Mr. Randall said the office machine 
companies were now developing, 
“with real progress,” the equipment 
for using this language. But all the 
questions haven’t been solved or all 
the decisions made. 

“We have literally hundreds of 
very intricate, difficult operating 
problems to solve before full usage 
of electronic equipment can be a 
reality in banking. It is a really tre- 
mendous challenge to management 
and cannot be treated lightly, for 
these systems are costly. The big- 
scale computer alone costs—if pur- 
chased — around $2,000,000 to $2,- 
500,000 and rents in the area from 
$40,000 to $50,000 a month. The me- 
dium and small computer systems, of 
course, cost considerably less. 

“The very substantial costs make 
one wonder how a bank can justify 
use of the equipment. The explana- 
tion is largely in the volume of work 
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that can be handled by these com- 
puters. Our bank, to illustrate, is 
editing, sorting, and posting between 
20,000 and 22,000 items daily to 33,- 
000 special checking accounts, in- 
cluding the preparation of tapes for 
printing statements, lists of over- 
drafts, and other special reports; and 
the computer time required to com- 
plete the operation is 28 to 32 min- 
utes. Any print-out of information 
on these accounts is handled on a 
high speed printer operating at 900 
lines a minute. Check-sorting ma- 
chines are being produced, and the 
speed is between 750 and 1,500 
checks a minute.” 


Must Spread the Cost 


But the equipment cost isn’t the 
full story. There are big programing 
costs and expensive systems an- 
alyses. All in all, the program “can- 
not even be justified unless a bank 
spreads the cost over a number of 
years.” 

Eventually, said Mr. Randall, 
“nearly all medium-size and big 
banks will be using automatic equip- 
ment; and of course a reasonably 
early switch-over will have its ad- 
vantages. It must, however, be the 
right system—or it could be very 
costly, even on a long-range basis.” 

As for the smaller banks, he 
pointed out that development of elec- 
tronic equipment on the building- 
block principle will ean that many 
of them will be able to automate 
their accounting and bookkeeping 
functions to some extent. “Their 
managements must therefore keep 
abreast of these developments so as 
to be able to make the proper selec- 
tion of equipment and solve the 
same problems of system planning, 
personnel training, and programing 
as the medium-sized and large banks 
encounter. In other words, the Elec- 
tronic Age is something for banks 
of all sizes to be concerned about.” 


A Future for People, too, in the 
Electronic Age 

Does the Age mean that bank jobs 
are unsafe, and that banking offers 
no future to young people? There’s 
really nothing to worry about here, 
Mr. Randall assured the A.I.B.ers. 
Electronics “actually will decrease 
the number of monotonous clerical 
jobs and increase the opportunities 
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Tomorrow’s Automation 


I HAVE seen 1,800 lines printed 
per minute, and reports indicate 
computers will be 20 to 100 
times faster than they are to- 
day. Timing will be so exacting 
that electronic pulses surging 
through wires at nearly the 
speed of light may occasionally 
be too sluggish, for the new 
computers will be so elaborate it 
will take a computer to design 
them. — JACK REESE, vice-presi- 
dent, First National Bank of 
Portland, Ore., at a NABAC con- 
ference. 


for jobs where imagination, skill, 
and management talents will be so 
necessary. The people who are trans- 
ferred to the installation and oper- 
ation of this type of system are up- 


graded in responsibility and sal- 
aries.” 

Also, bank people are going to fit 
into this new age; they’ll acquire the 
know-how for using the new ma- 
chines. 

In the First National of Boston all 
the personnel in the programing cen- 
ter are transfers from other depart- 
ments, “and their grasp of systems 
analysis work and pragraming has 
been amazing.” They find the work 
interesting; it permits far more op- 
portunity for development. And 
“they have been upgraded in every 
way.” 

“All the installations I have heard 
of,” said Mr. Randall, “indicate that 
management prefers using present 
bank staffs, with their knowledge of 
banking, as compared with bringing 
in new people who are machine- 
minded but have no knowledge of 
banking.” 


A Flexible Approach 


to Bank Automation 


HEN the check handling and 

record keeping operations of 94 
different offices are merged in a cen- 
tral location, it’s a major undertak- 
ing. That’s the job now being com- 
pleted by New York’s Chemical Corn 
Exchange Bank. It meant transfer- 
ring more than 1,000 employees and 
installing more than, $5,000,000 
worth of equipment in some four 
acres of floor space. 

“But it’s worth it,” said Executive 
Vice-president John L. Gibbons in 
explaining the advantages of the 
consolidation. “It gives the branches 
more room to expand their customer 
service activities. It allows us to 
make the fullest use of electro-me- 
chanical equipment which will en- 
able us to expand to a degree not 
possible otherwise. And the biggest 
plus values right now are speed and 
accuracy, which couldn’t be matched 
any other way.” 

So successfully were the human 
problems solved that a smoothly- 
working team was quickly developed. 
But then people usually are adapt- 
able. What is more surprising are the 
solutions that were found to equip- 
ment problems. 

The mechanical links in the proc- 


essing chain now in use or expected 
shortly will consist of equipment 
from some half-dozen different man- 
ufacturers. Machines that prove and 
sort checks, that post ledgers, that 
encode checks, that handle clearing 
and transit items, and that perform 
all kinds of computations electron- 
ically bear the labels of different 
well-known companies. 

A combination of factors resulted 
in the use of such varied equipment. 

(CONTINUED ON PAGE 116) 


One result of mechanization is apparent 
in the number of checks a girl can sort 
and clear. The 5 to 2 ratio illustrated 
here will rise sharply when the process 
switches from mechanical to electronic 
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BANK EARNINGS AND PROFITS 


The Federal Deposit Insurance 
Corporation recently released its 
annual compilation of earnings of 
insured commercial banks. The Re- 
search Council of the American 
Bankers Association has prepared 
the following charts and table of 
supporting data. They show an 
analysis of income of all insured 
commercial banks for the years 
1948-1958. 


and net profits of the banking 
system have again set new rec- 
ords. Operating earnings were $38,- 
501,000,000 and net profits after 
taxes amounted to $1,702,000,000. 
These compare with respective fig- 


T= current operating earnings 


1948-1958 


ures of $8,050,000,000 and $1,374,- 
000,000 in 1957. 

The report for 1958, however, re- 
vealed several factors that should be 
taken into account in appraising the 
significance of changes in bank 
profits. 

First, a greater rise in expenses, 
reflecting increases in both interest 
paid on time deposits and wages and 
salaries, reduced net current operat- 
ing earnings in 1958 below the level 
of the previous year. This is the first 
year since the 1938 recession that 
net current operating earnings have 
declined. Operating earnings rose 
$451,000,000 over 1957 but expenses 
increased $494,000,000. Net current 
operating earnings were thus re- 


duced in the amount of $43,000,000. 

Expenses in the last decade have 
been of continuous concern to 
bankers. Salaries and wages, the 
largest expense item, have risen by 
130% since 1948. But in recent years 
interest on time and savings de- 
posits has shown a proportionately 
greater rise. In 1958 alone, as the 
average interest paid increased to 
2.21% from 2.08% in 1957, and as 
the dollar volume of time deposits 
continued to increase, interest costs 
rose by 21% to absorb more than 
half the rise in net current earnings. 

Second, the most important factor 
augmenting net profits in 1958 was a 
substantial change in net non-oper- 

(CONTINUED ON PAGE 81) 


ADDITIONAL CHARTS ON PAGE 46 


SOURCES AND DISPOSITION OF EARNINGS 


SOURCES 


Non-operating 
Earnings — 


3,670 
266 


Current 
Operating— 
Earnings 


Other 


Interest 
on 35%, 


Securities 
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(MILLIONS OF DOLLARS) 
$9,369 


1957 1958 


DISPOSITION 


Current 
Operating 
Expenses 


1957 1958 


Taxes Other 
—than on 
Net Income 


__ Interest on 
Time and 
Savings 
Deposits 


$9,369 
= $8,248 | 38,288 Net Profits 
Y 374 Wd Non-operating 
1,271 /-Income Taxes 
| 
I 152 g 998 
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"ANALYSIS OF THE NET INCREASE IN PER CENT INCREASE IN CURRENT OPERATING 


| EARNINGS OVER PRECEDING YEAR ABSORBED 
CURRENT OPERATING EARNINGS AND EXPENSES BY INCREASED INTEREST ON TIME DEPOSITS 
{Millions of Dollars) 53 A 


Net Change Between: 
1953-57 1957-58 
Current Operating Earnings: 
Income from Loans — +1,985 +178 
Profit on Securities 

Government’ + Sar +102 
Other + 204 + 89 
Service Charges on Deposit Accounts + 216 + 46 
All Other + 36 
TOTAL +3,017 +451 


Current rating Expenses: 
Salaries and Wages + JAB +132 
interest on Time and Savings Deposits + 846 +240 
Taxes Other Than on Net Income + Fe TG 2.5% - 
All Other + 376 106 | 
TOTAL +2,237 +494 


Net Current Operating Earnings + 70 — 8 


1957 


AVERAGE INTEREST PAID ON TIME DEPOSITS 
2.544 


| 
| 
| 
| 
| 


NON- OPERATING PROFITS AND LOSSES 
(Millions of Dollars) 


$868 PROFITS 


— On Securities 


PER CENT OF NET PROFITS ABSORBED 


BY INCOME TAXES 
65 i— On Loans 
557— All Other 


LOSSES 


—On Securities 


—On Loans 
—All Other 


1957 1958 


DISPOSITION OF NET PROFITS*AND DIVIDENDS AS PERCENTAGES TOTAL CAPITAL ACCOUNTS* 


NET PROFITS* OF TOTAL CAPITAL ACCOUNTS (Billions of Dollars) 
| Net Profits 


$1,374 


$1,026 19, 


Profits 9745 | Di 
Added 
55% 


Capital 
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PURCHASING POWER 


| OF THE DOLLAR 
n Wholesale Commodity Markets 
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1939 °40 4) 42 ‘43 44 ‘45 "46 "a7 


of living and the effects of inflation on vari- 

ous segments of the economy, together with 
several opinions on the danger and what to do 
about it. 

Page 47. The chart above shows the decline in 
value of the dollar in two decades. For the first 
10 years the drop was sharp. Since then it has 
been more gradual, but all the old inflationary 
pressures are still present, plus a dangerously 
spreading nonsense that a little inflation is good. 

48, 49, and 50. Charts on the next three pages 
provide a sharply focused, candid closeup of this 
thief at work—how inflation hurts the nation and 
every individual. The pattern is worldwide. 

51. Here is a terse 1-page catalog of some 
factors now working for inflation and some 
against. One glance demonstrates the all-impor- 
tant truth that inflation is not inevitable. 

52. This is a page looking back 10 years or 
so to the time when the banks struck hard and 
effectively at the inflationary -enemies of the 
dollar. Their slogan was “An Enlightened Nation 
Can Beat Inflation,’’ and banks like to feel that 
they had a part in the levelling off pictured in 
the chart above. 

53. Opinions. This page and several following 


r [sr is a brief background report on the cost 


49 


1 


3 


~ 


"48 


"50 53 54 ‘5S "56 58 


offer a menu of comments selected for easy digest- 
ing. Except for President Eisenhower and Secre- 
tary Anderson, the matter of choosing which 
voices to include was difficult because there are so 
many eloquent anti-inflationists to choose from. 
That is a strange thing about the whole problem. 
Few really argue for inflation. We are all against 
it but we continue to do the things which cause it. 

On these pages are the fighting words of bank- 
ers and other leaders in public fields. 

Then, in a manner quite different, on 56 and 
57, a Philadelphia newspaper editor goes after 
creeping inflation with some blunt verbal instru- 
ments and an intellectual meat axe and the opera- 
tion is exciting to watch. 

On pages 58, 59, and 60 a central banker does a 
“summit” job on the question, handling it with 
masterly skill. 

61. Finally, what can a person do about infla- 
tion? Actually a person can do anything and 
everything. In fact nothing can be done except by 
persons. Everybody is important in facing up to 
this greatest economic issue of the day. 

This special report has been compiled by the 
editors of BANKING. 

WILLIAM R. Kuuns, Editor 


*Qne of BANKING’S 10-Minute Shelf for Banks and Their Customers 
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A Close-up of the Main Economic Question of the Day* 
| 
70 \ | — 70 
40 40 j 
30 30 
| 20 
10 | 10 


Where Inflation Hits and Hurts 
2000 NAT NATIONAL INCOME 


: 


| 


1945 


income taxes. In order to bring home $4,941 today, he 
must first pay the Federal Government $1,816 in taxes 
and forefeit $5,356 in purchasing power lost to inflation.” 


According to the National Industrial Conference 
Board, as quoted in a recent business news digest pub- 
lished by This Week Magazine, the “$5,000-a-year man 
of 1939 must earn $12,113 today to ‘break even’ in terms Other selected 1939 incomes and the amounts which 
of purchasing power. . . . In 1939, the married worker must be earned today to equal their purchasing power 
with two children and an annual salary of $5,000 netted include: $10,000 in 1939 = $25,674 today; $25,000 in 
$4,491 after paying $59 in Social Security and Federal 1939 = $76,860 today; $50,000 in 1989 — $173,238 today. 


= 


THE Gross National Product is a handy but deceptive 
statistic, as pointed out recently in BANKING. 

Earle L. Rauber, vice-president of the Federal Re- 
serve Bank of Atlanta, sharpened his pencil a while 
ago and concluded: “The glow of prosperity that shines 
forth in our great statistical aggregates is partly an 
illusion created by higher prices and in part merely 
the afterglow of production that was consumed in the 


=e 


process of increasing the population rather than in im- 
proving the level of living for the average person.” 

For example, on a current dollar basis the third quar- 
ter of 1958 income was the highest in history. Yet in 
terms of real purchasing power, it was no higher than 
it was three years earlier, in July 1955. In fact it was 
about 3%. lower than the average of 1956. 


All charts on this page based on Department of Commerce data. 
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For comments on the four charts above, see “Let’s Have a Look at the Record,” page 53 
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The Impact Varies 


What a Dollar Is Worth and Was 


HOW MUCH YOUR DOLLAR WILL BUY AND EVEN JN TERMS OF 1950, HERES ALL 
IN 1959 COMPARED WITH 1939 ton E wll: DOLLAR WILL BUY 


30 20 10 ¢) 6) 10 


MEATS, POULTRY 


AND _ FISH 


FRUITS AND 
VEGETABLES 


OTHER FOODS 
AT HOME 


HOUSING 


GAS AND 
ELECTRIC 


HOUSE 
FURNISHINGS 


MEN'S AND 
BOYS' 


WOMEN'S AND 
GIRLS" 


MEDICAL CARE 


PERSONAL CARE 


READING AND 

OTHER GOODS 


20 3C 40 50 6( 


Source: U. S. Bureau of Labor Statistics 
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WHOLESALE PRICES OF KEY COMMODITIES 
(1947-49= 100) Department of Labor, Bureau of Labor Statistics 


ALL COMMODITIES 


NON-METALIC 
120| — MINERALS 


STOCK VALUES 


30|__ Average prices of common stock 


~The value, at stated 10,000 
of $10,000 invested in such stocks in 1940 


1940 1945 1955 1958 


“, . . the world is in the twilight of manipulated 


money systems. But... I suspect that the world must 
get a good deal sicker of monetary convulsion be- 


1950= 100 


INDEX OF WHOLESALE ne SELECTED COUNTRIES 


[uBBER AND PRODUCTS 


|CHEMICALS ALLIED 
PRODUCTS 


METALS AND 
ETAL PRODUCTS 


PRICES 
00} 


End-of-year prices of 272% | the value at stated 


50\—Treasury bonds offered intervals, of $10,000 invested; 6,000 


5/5/42 to — 94 
25| in these bonds in 2 


1955 1958 


fore fundamental reforms are acceptable.”-—Mal. 
colm Bryan, president, Federal Reserve Bank oj 
Atlanta. (See page 58.) 


1950= 100 


180 


The continual rise in this 
index set the 11 month ——" 
average for 1958 at 330. =% T 


WEST GERMANY 


Pre-1952 figures for Italy and pre-1953 for the United 
Kingdom are not strictly comparable with later figures. 
Indexes for all but the UK and Australia are based on 
“representative” commodities priced in primary markets; 
those for the UK and Australia, on “basic materials.” 
This may partly explain the sharp changes for the UK, 


which Australia, largely a one-commodity (wool) economy, 
would not share. A basic commodity boom precipitated by 
the Korean War, and a currency devaluation may partly 
explain the UK’s sharp rise to mid-1951 when lowered 
bank rates partially explain the sharp drop. SOURCE: 
UNITED NATIONS. 
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Factors Working AGAINST Inflation 


(1) Productivity growth. Increased industrial and 


agricultural productivity tends to make it 
possible to supply goods without an increase 
in price. If the increased productivity, there- 
fore, is not attended by increased wage costs 
or increased profits of commensurate propor- 
tions, it tends to retard inflation. 


Central bank policy. It is the central bank’s 
function to “lean against the wind” of infla- 
tion. To the extent that the central bank 
feels free to disregard political pressures for 
easy money, it uses its various “tools” to re- 
tard inflation. 


Government exhortation. Appeals by the 
President and other high officials for public 
support of balanced budgets, restrained 
spending, restraint in wage and price policies, 
and the like constitute an inflation-retarding 
factor. 


Savings Bonds. The Treasury’s Savings Bonds 
program, by reducing consumer spending, is 
an important inflation retardant. 


(5) 


(6) 


Other saving. Other forms of private saving, 
as in savings accounts, tend to divert re- 
sources from consumption goods to capital 
goods. 


Production economies. Under inflation’s stim- 
ulus management is constantly seeking out 
production economies to counterbalance in- 
creased costs. 


Imports. Imported goods, which by virtue of 
lower price displace similar domestic goods or 
other domestic products, act directly as a 
buffer against inflation here. To the extent 
that domestic production is thereby reduced, 
along with domestic payrolls and purchasing 
power, the effect here is initially anti-infla- 
tionary. 


Tourism. Expenditures by Americans in 
travel abroad similarly tend to have, initially, 
an anti-inflationary effect, for the money they 
spend abroad could otherwise be spent at 
home. 


Factors Working FOR Inflation 
(6) 


Wage-price spiral. This factor flourishes un- 
der capacity operations. Since profits are also 
maximized, it is easier for organized labor to 
demand increased remuneration and for em- 
ployers to grant the demands, passing the 
increased costs along in the form of higher 
prices. 


Union leaders. Since union leaders feel it nec- 
essary to bring home some more benefits each 
time a wage contract is up for renewal, there 
is a tendency for direct or fringe wage bene- 
fits to rise even during times of recession. 


Escalator clauses. Cost-of-living wage in- 
creases and escalator clauses are built-in in- 
flationary factors. 


Subsidies. Pressures from special - interest 
groups for legislation conferring economic 
benefits on themselves at the nation’s expense 
tend to sustain and increase the price level. 


Fiscal policy. Congressional appropriation of 
public funds for favored programs without 
adequate provision for tax revenues gives rise 
to unbalanced budgets in times of slack eco- 
nomic activity, while failing to produce cor- 
responding budget surpluses in good times. 


(7) 


Public psychology. Belief that inflation will 
continue has such a hold on the thinking of 
the investing public that we see yields on 
common stocks below the yields on depressed 
bonds. 


Defense inflation. Both the defense budget 
and foreign aid in its several guises and dis- 
guises add to the supply of dollars through 
Government payments to those who produce 
the goods and services called for. Yet these 
programs produce no counterpart in domestic 
goods and services. 


Gold and silver legislation. The revaluation 
of our gold stock in 1934 has been an infla- 
tionary factor during the present Administra- 
tion, which only recently has monetized some 
of the “profit”? from the devaluation of that 
year. Silver legislation also contributes to in- 
flation through monetization at above the 
market price. 


Stimulated consumer spending. To the extent 
that consumers are encouraged by new 
models and styles to discard goods prema- 
turely, consumer demand tends to give the 
inflation wheel another whirl. Easy consumer 
credit is a contributing factor. 
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We Tackled This Job Once, but 
Look Whats Happened Since Then 


OMETIMES by looking back you can get a better 
~ perspective and view of the present. Three years 

after the end of World War II and a couple of 
years before the Korean War the charts show that 
the dollar was really having a toboggan ride. 

In January 1948, Joseph M. Dodge of Detroit, then 
president of the American Bankers Association, wrote 
a letter of historical importance to all bank members 
of the Association. Among other things he said: 

“The Association’s Credit Policy Commission is 
sponsoring a series of meetings at which a program 
of sound lending policies under present-day conditions 
will be stressed. At these meetings the Association 
will offer specific information on present economic 
conditions, together with suggestions concerning pro- 
ductive loans, consumer credit, and real estate and 
farm loans. Ways and means of informing the public 
of the dangers of inflation will be presented, and the 
participation of every bank will be urged. Cooperation 
of state and local bankers’ associations will be sought.” 

About six months later President Dodge wrote a 
letter thanking the banks of the nation for their 
response and including this paragraph: 

“We must continue and intensify our voluntary 
credit control and anti-inflationary efforts. I believe 
this includes not only what we can do in the banks 
but also what we can do to influence others. And 
among the latter is the need to direct more general 
attention to public policies and acts which contribute 
to the progress of inflation.” 

He launched a vigorous fight for a stable dollar 
with actions as well as words. He said, in effect: 
Preach anti-inflation doctrine and practice what you 
preach. He organized what amounted to a nationwide 
crusade, and, looking back at the results, we find some 
interesting parallels with the situation today and some 
differences even more striking. 


Anti-Inflation Methods Complicated by 
Changing Times 

In those days we were just emerging from the period 
of wartime shortages of all kinds of goods. The Federal 
budget was $33-billion compared with $77-billion now. 
Federal spending was included among the factors con- 
tributing to inflation but was not considered a primary 
cause as it is today. 

Credit for all purposes was in relatively better 
supply than it is now, so the emphasis was on “volun- 
tary credit control’ by lenders. 

“Cold war” was simply a novel expression at that 
time, and the idea of a global economic battle with 


communism was not a matter for serious thought. Con- 
sequently we find little talk then of a stable dollar 
being related closely to the survival of the free enter- 
prise system. 

This is definitely a new and vital part of the picture 
today and shows in a particularly clear way the as- 
tonishing shifts in the historical background of infla- 
tion which have occurred in a short, tightly packed 
decade. 


Aims of the Program 


One other contrast almost as sharp between then 
and now is in the wage-productivity area. Believe it 
or not, the anti-inflationary verbal arsenal of the battle 
of 1948 contained only incidental references to this 
question, which today is well toward the top of ques- 
tions which must be resolved before we can hope to 
win the fight for a stable dollar. 

Very briefiy, these were the chief aims of the banks’ 
campaign 11 years ago: 

(1) To seek sound loans that will increase the supply 
of needed goods. 

(2) To discourage speculative borrowing and un- 
essential loans that will contribute to inflationary 
demand. 

(8) To encourage systematic saving in bank accounts 
and regular purchase of U. 8. Savings Bonds. 

Today we have these same objectives, plus several 
others which add greatly to the complexity and seri- 
ousness of the task. These are: the intensified cold 
war, unprecedented Federal spending, and what can 
best be described in the cumbersome phrase, “wage- 
cost-productivity-price controversy.” 


How the Program Operated 


Just a word about how this program was 
handled. Pilot meetings were held in these 13 cities: 
Columbus, Ohio; Chicago; Kansas City, Mo.; Denver; 
San Francisco; Los Angeles; Dallas; New Orleans; 
Atlanta; Washington, D. C.; Portland, Oregon; Boston; 
and New York. About 1,500 banks were represented, 
and the bankers who attended became a team carrying 
the message to their own communities. 

A national news release announced the program, and 
this was supplemented with local releases and ads as 
the program developed. It attracted unusual attention 
in the press of the nation. 

The momentum was provided by a group of dis- 
tinguished bankers under the direction of President 
Dodge. 
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A Few Well Chosen Words 
on INFLATION . . 


Balanced Budget Is 


Minimum Target 
SP 


FROM President Eisenhower’s press con- 


ference May 13, 1959. 


W: are in an upturn in our economy. And at this 
very time we are talking about a balanced budget like 
it was something evil. 

My attitude is entirely different. I say a balanced 
budget is the minimum target that we are looking for. 
At this kind of time, we ought to be getting some sur- 
pluses, we ought to be paying off something of our 
debt. 

I have told you before my definition of inflation: 
When you take a market basket full of money to the 
grocery store and bring back your pocket-book filled 
with groceries. Now, that is the kind of thing that we 
don’t want to happen. And yet, as we look back at the 
history of the value of our own dollar over the last 
20 or 30 years, we have seen prices going up and up 
and up. 

The Federal Government simply must do its duty if 
we are going to preserve the kind of economy that we 
like to call a free competitive economy. 

If we can preserve the values of our insurance pol- 
icies, our bonds, if we can again make the Government 
bond something that commands a premium and is the 
very finest investment that the small saver can make, 
that is the kind of thing we must do. And we are 
going to do it only if we have fiscal responsibility. 

And if we, all of us, don’t demand from labor, from 
business leaders, and from the Congress the kind of 
sensible, reasonable, needed action that all of us know 
to be necessary here, each one of us—not just “some 


other person”—each one of us is going to be hurt im- 
measurably. 


The Creeping Kind 

EXCERPT from remarks of William A. 
McDonnell, past president of the Chamber 
of Commerce of the United States. 


Ler's take a look at a case of creeping inflation. Let’s 
take a look at France. France has not suffered from a 


run-away inflation but it has had a steady and per- 
sistent depreciation of its currency over a long period 
of years. 

I hold in my hand a 1,000 franc note. When I was a 
soldier in France in 1918, I held a commission as cap- 
tain of Field Artillery. My pay was $200 a month and 
I was paid in francs. The rate of exchange was five 
for the dollar and I received 1,000 francs. If I were 
being paid $200 a month today in francs, I would re- 
ceive 98,700 francs. The franc today is worth just a 
fraction over 1% of what it was worth in 1918. 

In other words, this piece of French money which 
I hold in my hand and which was once worth $200 in 
our money, is today worth a few cents over $2. 

In one corner of this French bank note, which bears 
a beautiful colored picture of Cardinal Richelieu, is the 
warning that anyone who counterfeits one of these 
notes will be punished with forced labor. 

But the 1,000 francs which were once worth $200 are 


**Let’s Have a Look at the Record” 


Roserr C. Tyson, chairman of U. S. Steel’s finance 
committee, in recent remarks aimed at bringing wage 
inflation into some sort of a perspective for the New 
York Chamber of Commerce, said, in part: 

“In developing such a clarifying viewpoint, I suppose 
the first thing is to ask whether there is in fact a cost- 
push inflation originating in the abuse of labor leader 
power. Or is the inflation due to unwarranted increases 
in corporate profit margins, as some apologists for the 
unions pretend? The perfectly simple and factual way to 
get an answer to this question is to look up the wage 
and profit facts. They are officially collected and pub- 
lished by the U. S. Government and readily available to 
all. The record shows that the total profits of all the 
corporations in America were no greater in 1958 than 
they were way back in 1947. As a matter of fact, such 
profits in any year since 1950 have not been significantly 
greater than they were in that year. 

“In short, corporate profits have been marking time 
for a decade. But what about the compensation of em- 
ployees that prices must also cover? The record is equally 


simple and clear: In the United States, the compensation 
of all employees is more than 14 times as much as the 
profits of corporations and the increase in such compen- 
sation from 1947 to 1958 was $125-billion, or 97%. That 
is where the cost-push inflation is coming from—and 
make no mistake about it! As a matter of fact it is, in 
the face of such an over-all record, a bit shocking for 
anyone to pretend that inflation since the war is due to 
profit-widening, boosting of so-called administered 
prices.” 
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worth so little today that a counterfeiter would starve 
to death making these bills. 

If the same fate should befall the dollar—if it should 
become worth only 1% of what it is worth today—a 
suit of clothes which now sells for $100 would cost 
you $10,000. 

Any one of the so-called low-priced American cars 
with minimum trimmings would cost you $300,000. 

A social security check for $100 would buy two 
pounds of hamburger, and $100,000 in life insurance 
would purchase room and board for a widow for ap- 
proximately one year. 

I do not need to tell you what would happen to our 
democratic institutions under the impact of such a 
depreciation of our currency. We are all familiar with 
what has happened in France. I am sure that down 
through the years French left-wing politicians, and 
French “do-gooders,” and French labor leaders have 
advanced the same arguments to justify deficit financ- 
ing as we are hearing today in this country, namely: 


A little inflation won’t hurt us. 

Price stability is a false demigod. 

Bookkeeping must not come ahead of human needs. 

Let’s not make a fetish out of a balanced budget or 
become obsessed with the value of the franc. 

We must think first of social security and the wel- 
fare of the people. 


The French have finally learned the hard way that 
social welfare and old-age security purchased at the 
cost of inflation are neither welfare nor security. 

And yet, with that example staring us in the face, 
there are powerful groups in Washington who are ad- 
vocating increased Federal spending. of every conceiv- 
able kind, most of it for nondefense projects. It is 
being said that a program of a balanced budget—of 
living within our income—is reactionary and unimag- 
inative: that the bold and dynamic approach to our 
problems is to spend and spend regardless of fiscal 
consequences. 

It is even being said that the cure for inflation is 
more inflation—that you can pull yourself up by your 
bootstraps—that the only way to bring about full pro- 
duction and full employment is by a massive infusion 


of Federal money into the economic bloodstream, a 
quack remedy we tried in this country from 1932 to 
1940, which resulted in a miserable and costly failure, 


Balancing Growth, Safety 


PARAGRAPHS from a talk by Lee P. 
Miller, president of the Citizens Fideliiy 
Bank and Trust Company, Louisville, Ky., 
and of the American Bankers Association. 


Inrtation is a vicious process. It creates all sorts 
of distortions that are often obscured and that become 
understood only after it is too late.... 

The entire history of American banking is one of 
balancing the need and desire for growth and expan- 
sion with standards of safety in a competitive environ- 
ment that protects the public interest. An inflationary 
bias tends to create an imbalance in favor of expansion 
and to compromise standards of safety. That is what 
is happening today. The intermittent inflationary pres- 
sures of recent years have distorted relationships in 
asset values and between financial institutions. Less 
attention is being given to the public interest in the 
safety and strength of financial institutions and the 
claims against them. Instead, the emphasis seems to 
be on growth at the expense of the next fellow, under 
the comfortable but highly dubious assumption that 
rising prices under inflation can take care of things. 

I am firmly convinced that fears of persistent infla- 
tion in, our country over the years ahead are unfounded. 
I believe that wise judgment and leadership on the part 
of responsible groups of our society will enable our 
country to deal effectively with the threat of further 
inflation. I believe that banking can play a significant 
role if it repeatedly and consistently—through public 
pronouncements and policies—challenges the inflation 
doctrine. 

Lest I be misunderstood, however, I should empha- 
size that such a philosophy does not imply an unwilling- 
ness to be progressive and resourceful. The public 
wants to be served—with new techniques, services, and 
facilities. It wants banking to encourage economic 


‘Please Print $100,000,000 in Greenbacks’ 


Tarxine recently to a group of newspaper editors, Sec- 
retary Anderson mentioned the fact that fiscal matters 
are “little understood.” He cited the case of a visitor 
in his office who remarked: “You talk of the dangers of 
monetization of the debt, Mr. Secretary. You know I 
just don’t believe there is such a danger. Probably be- 
eause I don’t quite understand what monetization 
means!” 

The Secretary said this to his visitor: “Now suppose 
I wanted to write checks of $100,000,000 starting to- 
morrow morning, but the Treasury was out of money. 
If I called up a bank and said, will you loan me $100,- 
000,000 at 312% for six months if I send you over a note 
to that effect, the banker would probably say, ‘Yes, I 
will.’ 


“Where would he get the $100,000,000 with which to 
credit the account of the United States Treasury? 
Would he take it from the account of someone else? 
No, certainly not. He would merely create that much 
money, subject to reserve requirements, by crediting 
our account in that sum and accepting the Govern- 
ment’s note as an asset. When I had finished writing 
checks for $100,000,000 the operation would have added 
that sum to the money supply. Now certainly that ap- 
proaches the same degree of monetization as if I had 
called down to the Bureau of Engraving and Printing 
and said, ‘Please print me up $100,000,000 worth of 
greenbacks which I can pay out tomorrow.’ ” 

At this point his visitor broke in to say, “Oh, I would 
be against printing those greenbacks!” 
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growth and personal well-being. Conservatism does not 
mean lack of desire to serve. But it does mean full 
appreciation of the need to preserve the strength and 
stability of the financial system as the arteries through 
which the blood of industry, commerce, and agriculture 
flow and through which economic progress may be 
nourished. 


a Things to Do 


FROM article in Tax Review, April 1959, 
by Hon. Harry F. Byrd, United States Sen- 
ator from Virginia. 


F IRST. We must support the President in his efforts 
to reduce Federal expenditures. If he is forced to 
veto appropriation or other legislation authorizing ex- 
penditures, the need for our support will be even 
greater. 

SECOND. We must oppose all new legislation for non- 
essential Federal spending with all means at our dis- 
posal at all stages of the legislative process. 

THIRD. We must constantly urge the President to 
hold down Federal spending under administrative con- 
trol of Federal agencies, including spending out of 
balances in prior appropriations. 

FouRTH. We must support all current proposals to 
recapture Congressional control over the annual rate 
of Federal spending. 

FirTH. We must constantly urge state governments, 
local governments, organizations representing segments 
of the population such as business, labor, agriculture, 
veterans, etc., and individuals themselves to reduce de- 
mands on the Federal Treasury, and eliminate abuses in 
Federal programs in which they are involved. 

SIXTH. We must constantly demand that the Federal 
Government withdraw from programs which usurp 
state sovereignty, local autonomy, and individual inde- 
pendence, 

SEVENTH. We must constantly demand that the Fed- 
eral Government, in withdrawing to its constitutional 
sphere, return to other levels of government the sources 
of revenue it has usurped. 


Why Is 39% All Right? 


FROM speech of George Champion, pres- 
ident of The Chase Manhattan Bank, New 
York, delivered before the annual conven- 
tion of the Maryland Bankers Association. 


Ir is hard for me to appreciate the argument that 
inflation at a rate of 3% apparently is all right, but 
a rate of 5% would be downright dangerous. Simple 
arithmetic tells us that 3% in 1940 would have grown 
on a compound basis to a rate in excess of 5% on the 


base period today. Over a working lifetime the value 
of money would be cut in half, and inflation, that in- 
visible thief, would have robbed . . . our population. 

But even aside from this, it is clear that creeping 
inflation is something that we, as a nation, simply can- 
not afford for two compelling reasons: first, the posi- 
tive harm that it would do to our domestic economy; 
and, secondly, the profound impact it would have on 
our world position. ... 

Often before, the American people have faced great 
challenges. Once they have been given all the facts, 
they have never failed to respond to them. It is up 
to us, the business community, to get out and give our 
people the facts. Surely nothing is more important, 
more vital to our future, than this call to action. 


13 Anti-Inflation Steps 
EXTRACT from speech by Secretary of 


the Treasury Robert B. Anderson. 


(1) We must realize that long-term economic growth 
in real terms can be achieved not with but only with- 
out inflation. 

(2) We must strive for an achievable rate of rela- 
tively constant growth—not a succession of sharp ups 
and downs. 

(3) We must not, as we come out of a recession, 
seek to force the economy into a quick boom which 
can later injure our long-run capacity to produce. 

(4) We must put major reliance upon the private 
sector of the economy to increase production. 

(5) We must give maximum free rein to incentives 
to save, to work, to produce, to invest. 

(6) We must maintain the priceless incentive of con- 
fidence in the value of money. 

(7) We must achieve a budget that is in balance or 
better during periods of high level activity. 

(8) We must be willing to seek out the impediments 
to growth in our economy whether these are found in 
traditional business practices, in organized labor, in 
Government subsidy programs, or in any other area. 

(9) We must encourage the inventiveness and re- 
search necessary for new products, new jobs, and im- 
proved living standards in a growing economy. 

(10) We must accept the imposition of discipline 
and prudent responsibility. 

(11) We must not passively allow either inflation or 
deflation to run its course. 

(12) We must—and by “we” I mean businessmen, 
workers, investors, and not only officials of Govern- 
ment—make our day-to-day decisions with the welfare 
of the whole in mind, and not merely the advantage 
of the moment for some narrow segment. 

(13) Finally, we must have confidence—and this con- 
fidence, I have deep faith, is well justified—that the 
American people are wise enough and perceptive 
enough to support the principles which can leave for 
your children and mine an America not ravaged by 
economic turmoil, but full of strength and growth and 
hope. 


July 1959 


55 


a 
to 
re, 
iy 
it. 
rts 
me 
of 
on- 
ry 
ion 
at 
es- 
in 
eSs 
he 
he 
to 
1er 
rat 
lal 
ed. 
urt 
ur 
er 
nt 
lic 
on 
la- 
g- 
lic 
nd 
ic 
NG 
€ 


OPINIONS 


Spending Yourself Rich 


Or: All Aboard for the Trillion-Dollar 


This article first appeared in Hu- 
man Events and is reprinted here 
with permission. The author is as- 
sistant editor of the Philadelphia 
Evening Bulletin. 


R. SUMNER H. SLICHTER of Har- 
pe holds a unique place 

among present-day economists. 
Heretofore, most of the pitchmen for 
Old Doctor Kickapoo’s Magic Infla- 
tion have been the sort who wore 
checkered vests and solid - brass 
watch-chains. They made their pitch 
to yokels and winked broadly as they 
stressed the instant exhilaration 
from a swig of Old Kickapoo. Dr. 
Slichter is different. 

As Harvard’s Lamont Professor 
of Economics he has solid standing. 
He ignores the yokels and talks di- 
rectly to lesser economists and be- 
dazzled businessmen. Instead of a 
suitcase on a tripod, he is given a 
forum in the United States Senate 
and The New York Times. 


Kickapoo's New Use 


Even his pitch is different. Old 
Kickapoo, he says, has now been 
modified for household use. The Ex- 
hilaration Content has been reduced 
to a mere 2% a year—just enough 
to maintain a constant glow of 
health. 

It has been a wonderfully success- 
ful pitch, and Dr. Slichter is now the 
top salesman in Old Kickapoo’s 
stable, with a devoted following of 
addicts among those US Senators 
commonly known as “The Spenders.”’ 

Dr. Slichter and his followers do 
not content themselves with saying 
that Old Kickapoo is nothing to 
worry about. They declare belliger- 
ently that a steady decline in the 
buying power of the dollar—in other 


Escalator Ride! 


MORLEY CASSIDY 


words, higher prices—is a wonderful 
thing. It makes the country strong, 
increasing its productive capacity. 

This idea of spending yourself rich 
is so appealing to one of my tem- 
perament that I pounced eagerly on 
an article by Dr. Slichter, frankly 
headed ‘“‘Argument for Creeping In- 
flation,” in a recent New York Times 
Sunday Magazine. Somehow it tasted 
just like Old Kickapoo always did. 

Dr. Slichter began by kicking the 
shins of that other famous econo- 
mist, Walter Reuther, and others in 
the Labor Union School of Econo- 
mics who are always hotly denying 
that wages have been pushing up 
prices. They certainly have pushed 
up prices, he says. 

In the past 10 years, Dr. Slichter 
points out, hourly wages have risen 
twice as fast as labor’s boasted 
productivity, measured in output per 
man-hour. And it hasn’t been a case 
of wages trying to catch up with 
prices, as the Reuther - Meany - Mc- 
Donald economists keep saying. 

On the contrary, according to Dr. 
Slichter, the rise in hourly wages 
exceeded the rise in prices in nine 
of the last 10 years. “Wages were 
not chasing prices up; prices were 
chasing wages, and were falling be- 
hind each year.” 

This is the old spiral of inflation 
that eats away the value of the dol- 
lar. And what can be done about it? 

Not a thing, says Dr. Slichter 
cheerfully. To stabilize prices, you’d 
have to stabilize wages first, and the 
only way to do that—says Dr. Slich- 
ter—is to create unemployment. And 
this would slow the growth of the 
nation’s productive capacity. 

Right here, you’d think, is where 
even the yokels might have some 
questions. 


Dr. Slichter has just said that 
wages are rising twice as fast as 
individual output, with the gap grow- 
ing every year, as a result of full 
employment, abundant money, and 
union pressure. But why, if the in- 
dividual’s “productive capacity”—his 
output—goes on lagging a little more 
each year, does Dr. Slichter think 
the total for the nation will suddenly 
spurt ahead? 

And if the lag is growing every 
year with just a taste of Old Kick- 
apoo, why won’t bigger doses in- 
crease the lag? Won’t there come a 
point at which any increase in wages, 
however big, will be more than offset 
by new reductions in individual out- 
put, such as 3-month vacations (as 
Walter Reuther and David McDonald 
are already suggesting) or 25-hour 
weeks (the Meany formula), so that 
the net gain in production is zero— 
or even a minus quantity? 


Inflation Can Be Fun.. .? 

But Dr. Slichter doesn’t wait for 
questions. He just says there is not 
much use trying to cope with the 
pressure of organized labor because 
“the American workers want their 
unions.” Even an, attempt to correct 
some of the “glaring injustices,” 
such as blackmail picketing or sec- 
ondary boycotts, he says, might be 
dangerous. It would just make labor 
madder and tougher. 

So, what’s to be done? Nothing. 
Inflation is here, says Dr. Slichter 
gaily. So relax and enjoy it. 

And how do you do this? It is 
right here—just when things are get- 
ting interesting—that Dr. Slichter’s 
answers get a little impatient (just 
like the older pitchmen, with their 
“Run along, little boy; you bother 
me’’). 
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One way to enjoy the prospective 
loss of your dollar’s purchasing 
power, he suggests, is to reflect that 
your loss is the nation’s gain. Infla- 
tion will be making America stronger 
all the time, building its productive 
capacity. 

That’s mighty interesting. It will 
be especially interesting to French- 
men and Germans. France since the 
war has had never-ending inflation 
that ate away approximately 93% of 
the value of the franc before De 
Gaulle stepped in to restore a degree 
of budget-balancing. It got steadily 
sicker on this French version of Old 
Kickapoo. 

Germany, by contrast, began to 
build productive capacity furiously, 
from the moment it swore off infla- 
tion and went on a hard-money basis 
with the currency reform of 1948. 

As an adept pitchman, of course, 
Dr. Slichter doesn’t stop his spiel 
long enough to let the yokels ask 
questions about things like that. But 
he does recognize that there will be 
some problems for the individual in 
this rosy inflated future. 

Planned inflation, he concedes off- 
handedly, “does call for various com- 
mon-sense adaptations.” For in- 
stance, he says, people will be smart 
to quit buying bonds or making 
other long-term fixed investments un- 
less the yield is very big (and he has 
since told the Senate - House Joint 
Economic Committee that the Fed- 
eral Reserve Board should be trying 
to bring interest rates down). 


Why to Cut Saving 


In other words, quit saving; you’ll 
be losing a part of your savings 
every year under the Slichter pro- 
gram. But in that case, who’ll put 
up the money for all the new fac- 
tories and mills he says are so des- 
perately needed to increase our na- 
tional productive capacity? I guess 
he thinks the Government would do 
the building. (But did you notice 
that TVA has just asked Congress 
for permission to sell $750 million 
in revenue bonds to private investors 
to finance new expansion? If the in- 
vestors are listening to Dr. Slichter, 
they won’t lend a penny.) 

Of course, Dr. Slichter agrees, 
there is the question of what’s to be 
done about the silly squirrels who 
have seen inflation coming, and have 


been looking forward to pensions, 
or social security benefits, or income 
from their savings. What will their 
dollars buy when they’re ready for 
them? 

Oh well, says Dr. Slichter airily, 
pension plans including social secur- 
ity benefits can be “adapted” to the 
New Utopia, either with escalator 
clauses or by being “revised now 
and then to compensate for the rise 
in the price level.” 

It will have to be some escalator! 

The Social Security Trust Fund, 
according to the U.S. Statistical Ab- 
stract for 1959, now amounts to 
$22.8-billion. Dr. Slichter’s escalator 
will have to carry this (and all the 
new billions that come in every 
year) upwards at the rate of 3 or 
4% a year, compounded. Private pen- 
sion plans now in force, according to 
the same source, would add another 
$29.9-billion. The 20-year load for 
veterans’ pensions, at the current 
rate, would amount to another $56.6- 
‘billion. 

I'd hate to think that Dr. Slichter 
was planning to cheat those who 
have put their money in life insur- 
ance, so there goes another $480- 
billion. Or those who have been sav- 
ing for a home in savings and loan 
associations, so add $32.1-billion. Or 
insured bank depositors, so add an- 
other $26.9-billion. 

Would Dr. Slichter gyp those 
trusting souls who foolishly put their 
faith in Uncle Sam’s bonds? I’m be- 
ginning to wonder. But if he’s going 


to be honest with them, it’ll cost an- 
other $280-billion or so. 

Altogether, without half - trying, 
we’ve got a grand total of $928.3- 
billion—oh, call it a round trillion— 
that Dr. Slichter nonchalantly sug- 
gests “revising now and then.” 

Personally, too, I’m still curious 
about what Dr. Slichter proposes to 
do about “escalating” the wages and 
salaries of the 40,500,000 workers 
who don’t belong to any union, but 
will pay for higher prices. 

Dr. Slichter doesn’t mention them. 
Apparently unorganized workers, 
and the thrifty, are equally expend- 
able in the New Economics of The 
Spenders. 


"Old Kickapoo" Kicks Back Hard 


But there is one fallacy, greater 
than any of these mere trillion-dol- 
lar defects, that destroys the argu- 
ment for the new, improved, modified 
“Qld Kickapoo.” 

As better economists than Dr. 
Slichter have pointed out, his own 
suggestion for escalator clauses gives 
the whole thing away. Once creeping 
inflation is recognized for what it is, 
the jig is up. From that moment on, 
every wage-earner, every business- 
man and every investor will be com- 
peting to write his own escalator 
clause, in self-protection. Then comes 
the battle of the escalators, carrying 
everything right through the roof. If 
Dr. Slichter is still around when that 
happens, let’s hope he’s prepared to 
tell us where he hid the parachutes. 


Just a LITTLE Inflation 


A BOOKLET called The Mechanics of Inflation, put out by the U. S. Chamber 
of Commerce, remarks as follows: “It has been a recurrent popular notion, 
almost as old as the phenomenon of inflation itself, that a little mild, gradual 
inflation. may be a not too disagreeable economic tonic which will stimulate 


economic expansion and provide a larger real output in the long run. 


Of 


course, this is dangerous wishful thinking which has been exploded again and 
again. Gradual inflation, if the community expects it, will soon develop into 


advanced inflation. 


“But more important from the standpoint of economic growth is the effect 
of inflation on savings and capital accumulation. Inflation at the rate of 2% 
per year would cut the value of the dollar by almost one-third in 20 years 
and almost in half in 30 years. Creeping inflation, even if the rate could be 
kept in bounds, would frustrate attempts of the individual to provide for his 
future economic security. The large majority of smaller savers do not have 
the knowledge or inclination to hedge against inflation by investing in equities 
or real property. They rely heavily on life insurance, time deposits, Government 


bonds, and other fixed money claims.” 
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FROM a speech by Malcolm H. Bryan, presi- 
dent, Federal Reserve Bank of Atlanta, before 
the Regional Conference on United States 
Monetary Policy co-sponsored by Duke Uni- 
versity and the American Assembly of Colum- 
bia University, at Chapel Hill, N. C. 


(WHE real and, I believe, the most profound difficulty 
[= the whole matter of a society’s monetary ar- 

rangements is the question of whether any agent 
—central bank or administration or legislature—can in 
the end be safely entrusted with the power to control 
the expansion and contraction of a people’s money 
supply. 

This sort of question insistently poses the problem 
of alternatives. Central banking implies a managed 
and policy-made monetary system, and it will often 
happen, in the very nature of human fallibility, that 
the policies adopted will prove to have been something 
less than perfect. But at the moment the alternatives 
seem to me to be hardly more promising. Any rigid 
or even automatically flexible monetary standard, 
whether resting on a supposedly permanent constitu- 
tional foundation or evolving from some impelling 
social and economic tradition, would have to face in 
the future, as in the past, a variety of contingencies 
in which the public interest might suffer greatly, at 
least in the short run, through adherence to the orig- 
inal design. 

Uneasy as I am about the long-run results of a 
managed monetary system, I am almost as uneasy 
about a monetary system by formula. A free economy, 
whatever its great virtues, is an economy that has at 
least one distasteful constant: A continually fluctu- 
ating level of activity. The idea that the management 
of money supplies, which are at least partly a cause 
of economic events, could be used to offset these eco- 
nomic fluctuations in some measure has long appealed 
and still appeals to many minds, including my own. 

Nevertheless, the wreckage of monetary systems, so 
notable in our own generation and so corrosive of the 
social, political, and economic fabric of society, raises 
the gravest questions. It may be true that in the pres- 
ent stage of our monetary history a central bank, by 
whatever name or however organized, is a practical 
necessity. It is by no means clear, however, that a 
free society can permanently survive a monetary sys- 
tem, whether it be managed—or, as so often happens, 
manipulated—by the sovereign, who is always neces- 
sitous, or whether it be managed by any creature of 
the sovereign, however responsible. 


Rule of Law in Monetary Affairs 


A great many thoughtful men have recently been 
saying, in effect, that the monetary arrangements of 
a free society will ultimately require a governance by 
rule of law rather than, by rule of men. I agree—per- 
haps I am predisposed to such agreement, as many 
of us are—because rule of law rather than rule of 


The Sovereign. 


men was a fundamental philosophic preoccupation in 
the founding of our own country. It seems to me that 
the arguments for rule of law are so persuasive that 
they must one day prevail. 


Twilight of Manipulated Money 


I myself am so persuaded that I am tempted to say 
that the world is in the twilight of manipulated money 
systems. But I am afraid that such a statement would 
be too optimistic, for I suspect that the world must 
get a good deal sicker of monetary convulsion before 
fundamental reforms are acceptable. 

In the meantime, it probably would be more cautious 
and more accurate to say that we are a world in search 
of a monetary standard, which in the end must be 
found. For the time being, as a sort of intermediate 
stage, we are a world in search of criteria for central 
bank action and for criteria by which the monetary 
actions of the sovereign may be judged both by him- 
self and by others. The danger, I think, is that the 
free world, whose political and personal freedoms are 
utterly dependent upon a free economic society, will 
destroy its freedoms before it succeeds in finding a 
monetary standard appropriate to a free society, or 
even before it has evolved criteria for central bank 
and sovereign action having more than transitory ac- 
ceptance. 

It is obvious that the problem of a monetary stand- 
ard and the problem of criteria for central bank action 
are distinguishable. Many of the elements of the two 
problems, though, are similar; and I will not try to 
make scholarly distinctions, but will merely make a 
few remarks in which at certain places a distinction 
will be implied. 

It is clear that in a free society a rule of law in 
monetary affairs must have at least a general if not 
total acceptance by the people subjected to it. A rule 
of law, of course, may be changed by the sovereign; 
but I think that the essential purpose and benefits of 
a rule of law in monetary affairs are not to be served 
by a law that is here today, so to speak, and gone 
tomorrow. 

Such a rule of law would, at best, hardly be bet- 
ter than a rule of men, and indeed there are rea- 
sons for arguing that such a rule could be worse 
than the ad hoc management of monetary affairs. If 
we are to have a rule of law governing money, the 
rule must be so convincing and the people so persuaded 
that it is, in the long run, a wise and beneficient rule 
that (a) they will submit to its discipline, and (b) 
even the sovereign will be restrained from changing 
the law for capricious or erratic reasons. 
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the Central Bank, 
aid the Monetary Standard 


Many Proposed Rules of Law 


Such a rule of law is hard to come by. We have had 
many proposals. A variety of tabular standards have 
been proposed—the price level, the gross national prod- 
uct, various plans for automatic expansion of the 
money supply. Various metallic standards have been 
proposed. There is a considerable propaganda for a 
return to the full gold standard. In this country we 
have had a Government bond standard in operation 
for a time, and we have also had very energetic propa- 
ganda for a constant depreciation standard. Many of 
these proposals have been extremely thoughtful and 
some of them altogether thoughtless. In dealing with 
the fundamental problem of a monetary standard, as 
well as the somewhat more immediate problem of cri- 
teria for central bank action, we suffer not from a 
dearth of proposals but from a multiplicity of pro- 
posals and, as I will mention later, from an excess of 
expectations. 

It may be thought that I am unduly severe in sug- 
gesting that a satisfactory rule of law in monetary 
affairs, if it is to be of much use. must have such 
universal and binding acceptance that it cannot be 
whimsically or capriciously changed either bv central 
bank or sovereign. It may be thought that I am un- 
duly cynical in suggesting that the world has got to 
get a lot sicker before a rule of law will have general 
acceptance. If so, then let me recall to your mind a 
rather minor matter in which the Federal Reserve 
System has endeavored to establish something anal- 
ogous to a rule of law. 


Kren This Cautious Approach Failed 

You remember that some time ago the System intro- 
duced the idea that in the normal course of events it 
would add to and subtract from the supply of reserve 
funds in this country by dealing in a near equivalent 
to money, Government bills. The doctrine became 
known as “bills usually.” It was, in its way, a rule of 
law in money affairs. 

The rule rested on many rational considerations. 
Speaking entirely for myself and not for my colleagues, 
the rule seemed logical in a free economic system. Upon 
an examination of my own conscience and competence, 
I had to admit that in the infinitely ramified complex 
of factors affecting the numerous sectors of the long 
market, I simply did not know what the long rate 
ought to be—a subject in which many of the System’s 
critics are apparently better prepared. Then too, it 
seemed to me that if intervention were desirable in 
order to allocate money capital as between long and 


short commitments, logic would equally require that 
the allocation of capital also be administered as be- 
tween geographical areas, as between industry and 
government, as between Federal Government and local 
government, as between industry in general and par- 
ticular industries, as between firms and plants... . 
And so on and on, until there would emerge a totally 
controlled economic society, enforceable only by a po- 
lice state. The final confrontation in my own mind was 
whether or not I actually believed in a free economic 
society. I do. 

I submit this partial recall of my own reasoning 
only for purposes of illustration. The point I want to 
make here is that this attempt of the System to estab- 
lish a rule of law in its procedure has been savagely 
criticized and probably has evoked more criticism than 
support, even though the rule was intended to avoid, 
among other things, the endless confusion and dismay 
of the citizen when he is confronted with unpredictable 
ad hoc decisions. Criticism has rested on many “it 
might be” or more often “it might have been” hy- 
potheses. At bottom, however, it has seemed to me 
that criticism has rested on the belief that an an- 
nounced rule of procedure giving the citizen a basis 
for judging his own decisions (wherein there will be 
penalties for error and imprudence) is less desirable 
than management in the name of the citizen. (wherein 
it must be supposed that the management will be re- 
sponsible and omniscient) so that the citizen will be 
convenienced in spite of himself. If in the case I have 
cited, we Americans were not prepared to give cordial 
support to a minor rule, how much less prepared would 
we be to accept a rule of law in, the far more important 
area of a monetary standard, or even in the more basic 
eriteria for central bank action, where short-run dis- 
cipline in the interest of long-run welfare can be a 
good deal more severe. 

Yet, as I have indicated, the fundamental problem in 
the monetary affairs of our own country and our own 
time and in the free world at large is the search for 
a rule of law. I believe the search will ultimately 


Inflationary Thievery 

Thoughtful men can hardly have failed to notice 

that the spoilation of peoples in our day by infla- 

tionary thievery, disguised with Machiavellian sly- 

ness as necessity or welfare has doubtless exceeded 


by far the lootings by the world’s greatest con- 
querors. 
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succeed only if it is recognized that we must have a 
monetary standard fundamentally different from those 
implied by the regimes of fiat money that have cre- 
ated such havoc in so many countries. What ultimate 
monetary standard the free world must find, if it is 
to remain free, is obviously beyond my analytical or 
intuitive prescience. 

It’s Government Itself 

That Needs Discipline 

In speaking of the public purpose served by the inde- 
pendence of central banks, you will recall that I said 
that the central bank, being the creature of the sov- 
ereign, could not in the end discipline its creator. Yet 
the main problem facing the modern world in its search 
for a monetary standard lies precisely in the difficulty 
of making the sovereign himself amenable to disci- 
pline. 

It must be remembered that the sovereign is always 
beset by a swarm of clients, courtiers, panhandlers, and 
enemies. His clients and courtiers always allege the 
public welfare in the nurture of their own self-inter- 
est; and the sovereign tends to yield to them out of a 
laudable munificence and in a simple effort to main- 
tain his sovereign position. The sovereign must sustain 
and nourish his servants; he must stand up to his 
enemies. Whether person or state, the sovereign seems 
always tempted to believe that loyalty is purchasable. 
From Clipping Coins to 
Engraving Bonds 

Thus the sovereign is nearly always necessitous. In 
nearly all ages, but notably in our own, he hesitates 
to make plain that what he gives to the one must be 
taken from the other. So he is nearly always the most 
impetuous, largest, most continuous, and most neces- 
sitous borrower in the realm; and when the borrowing 
of real savings fails, he is attracted to the creation of 
monetary symbols, whether by clipping the coinage, 
as in days gone by, or by using the engraver’s bench, 
as is now the custom. 

We are hardly going to find a monetary standard 
having more than ephemeral and transitory signifi- 
cance unless we face up to the fact that it is precisely 
in the difficulty of disciplining the sovereign himself 
that we find now, as the world has found in the past, 
the central problem of a monetary standard. 


Public Pressure on the Government 


Discipline of the sovereign can finally be accom- 
plished only through his own prudence. The posture 
of prudence is, however, difficult for the sovereign to 
sustain because of the pressures upon him by the peo- 
ple themselves. The degree of that pressure partly 
rests upon the character and integrity—or their lack— 
in the population governed. But the pressure on the 
sovereign is nearly always severe; for there are al- 
ways large elements in society that think it better to 
be the clients and courtiers of the sovereign—even 
though they finally end as his servants and slaves— 
than to be honest men and free. They tend to be joined 
by others who would have a differing preference but 
find themselves justly aggrieved as one or another 
group gains the sovereign’s favor, and they thus seek 


to repair their own injury by a claim upon the soy. 
ereign for equal or greater favor. So far as the mone. 
tary standard is concerned, the problem of disciplining 
the sovereign—better stated, of assisting him in self- 
discipline—can only be solved, I think, by a monetary 
standard having not only the characteristics I have 
previously mentioned but also the characteristic of per- 
mitting prudent men to exercise an effective counter. 
poise against imprudence. 


Individual Access to “Ultimate Money” 


Such a standard can be had, if at all, only if the 
individual has access to ultimate money. The mere 
pleas of prudent individuals against monetary impru- 
dence will not be sufficient. This is why, in my opinion, 
no tabular standard, however rational, will ultimately 
be satisfactory. There must be a fundamental personal 
right, recognized by all of society, including the sov- 
ereign, for the individual to protect his savings by de- 
manding money—by demanding value—not merely a 
symbol of money. 


Expecting Too Much of a Standard 


In conclusion, one final word about expectations. It 
is true, of course, that a good monetary system is a 
profoundly useful adjunct to an economic society. But 
I think that too often we expect too much. We would 
do well, I believe, to remember that in a free economic 
system there are many things that greatly influence 
the level and stability and efficiency of its operation 
and that do not yield themselves to monetary manage- 
ment, even if it were perfect, which it will never be. 


Choice Must Be Made 


Our time suffers a kind of schizophrenia. We are 
having great difficulty in making up our minds whether 
we want to be regulated, controlled, bribed, and pushed 
up hill and down dale by the sovereign—all in the 
name of our own welfare and his wisdom—or whether 
we think that in the long run the mistakes of the sov- 
ereign will be a greater disaster than the mistakes that 
surely beset a free economic system. If we choose the 
former, then there is not too much point in extended 
debate on the monetary system. The system should be 
simply devised for the maximum convenience of the 
sovereign in gathering to himself the resources of eco- 
nomic society. If it is the latter, then the debate on 
money is profoundly important. 

But I believe we should be under no illusions. A 
free economic society, whatever may be its tremendous 


advantages in the economic sphere, and its utter ne- 


cessity for political and personal freedom, is going to 
produce from time to time some exceedingly uncom- 
fortable results that do not yield themselves to the 
best of monetary managements or the best of monetary 
standards. We thus find ourselves confronted with the 
task of choosing, by deliberation or indirection, the 
kind of society we want. Therein lies a problem of 
value judgment that—excepting only our posture be- 
fore our enemies—is the greatest problem of our time. 
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So, What Can a Person Do? 


just too big a force for the individual citi- 

zen to combat effectively. There is a ten- 
dency for people to resign themselves to “the 
inevitable” and to act accordingly. But this public 
attitude only tends to aggravate the problem. In- 
dividuals in the mass can do much to combat in- 
flation, especially in a democracy, provided they 
realize their powers and act together. This applies 
both to inflation which has its roots in actions of 
government and to that which stems from economic 
behavior in the market place. 

Here is a list of some things individuals can do 
if they are determined to assist in the efforts to 
combat inflationary tendencies such as we have been 
encountering in recent years. There are many 
others. 

(1) Whenever spending money—whether for gro- 
ceries or a house, for services or amusement— 
be careful to get the best value for your dol- 
lar. Shop around. Don’t accept inferior goods. 
Insist on quality in the goods and services 
you pay for. 


W i= inflation grips a nation it appears to be 


Do not feel that you must get rid of things 
you own every time a changed model appears 
on the market. Extravagance makes for infla- 
tion. 


In your work, be determined to give value for 
the pay you receive. Your example can in- 
fluence others. If everyone exhibits a greater 
respect for money, we shall all have a sounder 
currency. 


(4) Avoid stimulating the wage-price spiral by not 
participating in any unjustified requests for 
wage and salary increases. We have seen re- 
peatedly during recent years the effect on 
prices when unions have obtained wage and 
benefit increases not justified by productivity. 


If you are an employer, resist unwarranted 
demands for increased employee and executive 
compensation; and avoid increasing prices 
wherever possible. 


If you are a stockholder whose proxy is being 
solicited by management, examine critically 
proposals for stock options and other bonuses 
asked for by management. 


Oppose all pressure-group demands for special 
Congressional or legislative favor, whether as 
subsidies to industry or benefits to a class: 


e.g., farm price support programs, commodity 
price support through Government stockpiling 
for nonmilitary purposes, low-interest Govern- 
ment loans, silver-purchase legislation, and 
sO on. 


Give your support to organized efforts to bring 
about sound tax, fiscal, and monetary policies. 


Write or wire your representatives in Senate 
and House in favor of noninflationary meas- 
ures and in opposition to inflationary ones, 
whenever such proposals are before the Con- 
gress for consideration. 


Whenever possible, support the pay-as-you-go 
principle in Government; for example, in the 
carrying of the mails. 


Do not spend all your income, but save 
regularly. 


Inform yourself systematically about inflation. 
Read up on the subject. Read what bankers 
say. Read what labor leaders say. Read what 
politicans say on the subject. Meanwhile write 
your district Federal Reserve Bank to send 
you literature on inflation. 


Try to get the subject discussed in clubs or 
other organizations to which you may belong. 


If you get hold of an informative article on 
inflation, pass it along to others in your family 
and to friends. 


Take an active interest in politics. Cast your 
vote against any candidate whose policies you 
feel to be inflationary. 


Support the President’s efforts to get the 
Federal budget balanced. Oppose Federal 
spending not matched by revenues. Oppose all 
nonessential and special-interest spending. 


(17 Support foreign-aid programs only when you 
are sure they are essential. Remember that 
all foreign aid appropriations have an infla- 
tionary effect here. 


(18) Support protective tariffs only when clearly 
necessary. 


(19) Avoid and discourage waste in any form, any- 
where, at all times. 
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Around the 


How One Bank Aids Its Fellow 
Retailers on Main Street 


Tus community relations story is about a Long Island 
bank’s program that helps local merchants in its branch 
areas compete for their shares of the retail dollar. The 
project — it’s both home-made and tailor-made — provides | 
leadership and stimulation for the retailers’ own merchan- 
dising efforts. The symbol is that traditional piece of Ameri- 
cana, the cracker barrel. You'll see why when you read the 
article. 

The program is directed by Mr. Gloisten, an experienced 
business consultant and retired executive of American Home 
Magazine, who gives it his full time. During World War If 
he was principal organizing analyst on a War Department 
headquarters staff in Washington, and has also taken an ; 
active part on numerous management, planning, and busi- 
ness controls committees. He has been president of several 
professional and civic organizations, including the Control- 
lers Institute of America in New York City. 


Cracker 


Barrel 


THEODORE F. GLOISTEN 


Brook National Bank of Nassau 


Te management of the Meadow 
County, New York — headquar- 


ters in West Hempstead — became 
aware that local merchants in its 
communities needed help beyond the 
normal daily banking services. 

At a brainstorming session led by 
Augustus B. Weller, board chairman, 
President Walter E. Van der Wagg, 
and Arthur H. Wright, a director 
and hardware store owner, it was 
agreed that professional business 
guidance, independent of the regular 
bank staff, should be made available 
to groups of businessmen through 
the managers of the bank’s 31 offices. 
An objective would be to identify 


each branch as a friendly place 
where the staff was interested in the 
success of merchants large and 
small. 

The idea was approved, and the 
plan developed from it is now widely 
known as “Mr. Meadow Brook’s 
Cracker Barrel Program.’ Named 
for the character used in the bank’s 
advertising, it is based, of course, on 
that traditional community forum, 
the country store, where folks 
gathered around a cracker container 
to talk things over. In the same 
manner Nassau County business 


people meet in the lobbies of the 
branches, with a barrel as a prop, 
and thresh out their sales problems 
with the bank’s representatives. 
The project began to take shape 
something more than a year ago 
when a small group of retailers 
asked the manager of one branch for 
guidance in solving some trouble- 
some puzzles. The banker, with an 
assist from the main office, held sev- 
eral lobby meetings, cracker barrel 
style. Tentative recommendations of- 
fered by the bank staff were received 
(CONTINUED ON PAGE 120) 


A Cracker Barrel meeting in the lobby of the bank’s branch at Baldwin, Long Island. At the telephone is Vice-president 
Curtis R. Langdon, branch manager; at the table Howard Seymour, business development; Max Kaplan, New York 
State Department of Commerce; Mr. Gloisten; E. B. Usher, Baldwin Chamber of Commerce president. The other people 
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What does the second roll 


of Recordak microfilm 
have to do with 


your bank’s survival? 
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HE FIRST MICROFILM, Of course, is for 
daily reference. The second roll for stor- 
age off the premises in a remote out-of-town 
location. 
An unnecessary precaution? Not the way 
the Advisory Commission on Bank Prepared- 
ness and many banks look at it! 


For the second rell of film provides that 
extra measure of protection for all those 
records you’d be lost without: ‘‘on us” 
checks, transit checks, general ledger, bond 
and clearing house items—you name the 


records you would need to carry on in the 
event of disaster! 

The best way to get these duplicate micro- 
films is with the Recordak Reliant Micro- 
filmer. It lets you expose two rolls simul- 
taneously! Also helps you automate your 
microfilming routines. 

For free 30-day trial of the Reliant, phone 
or write your local Recordak Representa- 
tive, or Recordak Corporation, 415 Madison 
Ave., New York 17, N.Y. 


**Recordak’’ ts a trademark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming 
—now in its 32nd year 


The Recordak 
Reliant Microfilmer 
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Who has the latest word 


ON ECONOMIC PROBLEMS 
IN THE UNITED STATES? 


Costs-of-living have been 
ballooning for too many 
years, until today’s inflated 
dollar is worth 40¢ less 
than a dollar in 1946. 
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... thanks to the A. B.A. Economic Policy Commission’s work 


over the years on various monetary and economic problems. 


Recently, the Commission has published two policy statements 
which are primarily concerned with our nation’s most 
pressing economic problem — inflation. These reports are 
available to banks interested in fighting the ravaging 

effects of unleashed inflation in this country. They are, The 
Goal of Price Stability and The Critical 1960 Budget. 


As this vital problem is further explored, you will read about 


the solutions to it in the pages of BANKING. 


Other important Economic Policy Commission publications 


include: 
© Our Financial System at Work 
@ How Our Reserve Banking System Operates 
Loans, Investments, and Interest Rates 
The Effects of Federal Reserve Policies 
The Effects of Treasury Operations 
Basic Issues of Monetary Policy 
A Plan for Member Bank Reserve Requirements 


The Problems of Commercial Bank Liquidity 


Largest paid circulation of any publication in the banking field. 


BANKING 


Journal of the American Bankers Association 


This is one in o series of advertisements highlighting a few of the many activities of the American Bankers Association. 


You 
do 000 


CHRISTMAS CLUB 


a Corporation 


GOES FVERYWHERE. 
TO FIND CUSTOMERS Bs 
FOR YOU... 


W. haven’t quite hit the moon—yet. But we are working hard in 
every state of the union to build business for financial institutions. 

Christmas Club members come through your doors every week. Soon 
they feel right at home in your institution. When they need additional finan- 
cial services, it’s only natural that they should turn to you. 

Christmas Club service provides one of your most promising avenues 
of business growth. 

A staff member of Christmas Club a Corporation will be glad to tell 


you the complete story. There’s no obligation, of course. 


a Corporation 


Founded by Herbert F. Raw!! 
230 Park Ave., New York 17, N. Y. 


DUE THIS WEEK;% 


Builds Character ¢ Builds Savings © Builds Business for Financial Institutions 
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Small Checks Used as 


Retailer’s *“‘Premiums”’ 


HECKS in denominations of 1 cent, 
3 cents, 5 cents and 10 cents, 
drawn on the Texas Bank and Trust 
Company of Dallas, are being used 
in stores’ sales incentive program. 
The checks, certified prior to de- 
livery to the stores, can be cashed 
or deposited at Texas Bank. They’re 
being given to customers as “added 
value’”—cash rather than merchan- 
dise premiums. 
C. B. Peterson, Jr., president of 
the bank, says the plan made a quick 
hit. 


Picture Ad Teasers Stir 
Open House Interest 


ANUFACTURERS and Traders 
Trust Company, Buffalo, N. Y., 


What's Margaret Murphy cookin’ up ? 


Margaret Murphy, and all the friendly folks at "M&T”, 
are cooking up something special for October 22 at 
the Lockport Exchange Office. You'll find out what 
in Tuesday's Union-Sun and Journal 


One of the Manufacturers and Traders’ 
teaser ads for the branch open house 
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IDEAS AT WORK 


The “Ideas” Section of BANKING’S 
Business Building Bulletin is by 
JOHN L. COOLEY. 


used a small-space teaser campaign 
to whet interest in an open house for 
its remodeled Lockport branch and 
to identify well-known individuals as 
employees of the office. 

One ad appeared daily for six days 
in two Lockport papers. Each fea- 
tured an action photo of a staffer, 
and copy asked a question, such as 
“What’s Margaret Murphy cookin’ 
up?,” “What’s Don Few doing?,” 
“‘What’s Charlie Croff’s secret?” The 
answers, of course, were that every- 
body was getting ready for some- 
thing special. The announcement of 
the open house was made at the end 
of the sequence. 

“The campaign created widespread 
interest not only among M & T cus- 
tomers, but also among friends of 
the individuals featured in, each ad- 
vertisement,” says James W. Carey 
of Comstock & Company, ad agency. 
“Public attendance at the open house 
indicated this to be one of the ad- 
vertiser’s most successful public re- 
lations activities.” 

There was a heavy radio spot 
schedule during the same period. 
The spots were developed along the 
lines of the ads. 


New York Meets Bank’s 


“North Side Family”’ 


ye Northside Family is a new- 
comer to the New York City ad- 
vertising circle. Introduced by the 
North Side Savings Bank, it’s ap- 
pearing in newspaper and outdoor 
copy and other media. 


The “North Side Family” says 
Regular saving 


provides 
family security 


231st ST. near BROADWAY BAINBRIDGE AVE near 206tn ST 
AVE. near ST WHITE PLAINS RD. near ST 
BANK 


The North Side talks about savings 


Members of this “bank image” 
group are John and Mary, their chil- 
dren Jimmy and Betty, and the dog 
Brownie. A line drawing of one or 
more illustrates each ad, and North 
Side tells the story. The technique 
is flexible, easily adaptable to nearly 
all media. Also, it’s plentifully sup- 
plied with human interest. The art 
treatment is economical. 

The idea is partly the result of a 
pilot study made by the bank to de- 
termine why people bank where they 
do, agencyman Joseph F. Callo, Jr., 
tells us. The survey disclosed that 
the image of a bank is very impor- 
tant, and the North Side believes 
that its family group symbol can 
identify it as the family bank. 

President William C. Borchers re- 
ports that the program has exceeded 
expectations, adding: “One of the 
bonuses we expect to gather from 
this advertising device will be the 
future use of the Family for special 
promotions and contests.” 


Bank’s Newspaper Series 
Tells Area’s History 


HE Cape Ann National Bank of 
Gloucester, Mass., is a good friend 
of local history. An advertising se- 
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Bullfrog Jumps into (of All Things!) a Bank Account 


URE, it’s a gag, folks, but did the 
Southern Ohio National Bank of 
Cincinnati get publicity from that 
bullfrog depositor! (You know— 
“Oh, the bullfrog on the bank’ and 
that sort of stuff.) 

Well, we won’t keep you waiting. 
It happened this way: 

When the bank began a PR pro- 
gram to acquaint people with its 
switchover to electronic bookkeep- 
ing, one of the ideas figured out by 
the ad agency, Leonard M. Sive and 
Associates, Cincinnati, was the open- 
ing of special $1 checking accounts 
in the names of 10 newspaper col- 
umnists, business page editors, disc 
jockeys, and TV newscasters. Each 
got a checkbook, identification card, 
and a letter from President G. An- 
drews Espy. Everybody came 
through generously, and Southern’s 
name bobbed up buoyantly in several 
channels of mass communication. 

“Everybody” included Ollie M. 
James, who writes “Innocent By- 
stander” for The Enquirer. Mr. 
James owns (or leases, we’re not 


ries, “This Is Cape Ann,” preserves 
the stories of interesting events and 
places in an old Bay Colony area, 
first settled more than three cen- 
turies ago and long known for fish- 
eries, granite quarries, and artists. 

The purpose of the copyrighted 
vignettes, which appear every second 


This sketch went with the 
James story about the frog 
account 


sure which) a frog. It inhabits a 
pond back of his property, and is 
frequently mentioned in the column. 
So the bank opened a joint account 
in the names of Ollie B. Frog and 
Ollie M. James. 

“Dear Mr. Frog: [wrote President 
Espy] I thought you might be in- 
terested to know that you are the 
first frog in the United States to 
have his own personal checking ac- 
count. That’s right. ... This is a 


Monday in the Gloucester Times, is 
to collect Cape Ann history, both 
social and natural, “‘before it is for- 
gotten.” Elliott C. Rogers, Glouces- 
ter attorney and naturalist, is doing 
the series. 

“We hope,” said the bank in an- 
nouncing its project, “young people 


Mrs. Ivy Baker Priest, Treasurer of the United States, addressing one of the four 
financial seminars for housewives sponsored by the First Commercial Bank of 
Chicago. Attendance was limited to 150 women; 210 applied. Board Chairman 
Howard K. Hurwith said the purpose was to “make the housewife a better 


citizen, 


wife, and financial manager” 


bona fide checking account upon 
which you are free to draw at any 
time, using the enclosed personalized 
check book and identification card 
which bears your new Post-tronic sig- 
nature or account code number... .” 

Mr. James printed the letter, with 
appropriate remarks. He also, we’re 
told, sent a sizable deposit and this 
letter: “The frog season has opened 
and Ollie B. Frog anticipates he will 
incur some expenses. Happily, he is 
the only frog in the world with bank- 
ing facilities. He asked me to say 
that it is a pleasure to do business 
with you.” 


Tue bank got another dividend 
from its “free list.” A disc jockey 
increased his balance and is keeping 
the account active. So that gimmick 
produced a 20% return in attracting 
new customers and incalculable profit 
in good publicity. 

“All of which,” observes the Sive 
agency, “would seem to point out 
that while banking is a serious busi- 
ness, it sometimes pays to try the 
light approach.” 


will learn about our interesting past, 
older folks will have memories of 
that past revived (perhaps even ar- 
guments, as memories differ, will de- 
velop), and both young and old will 
find out more about the nature of 
the region and the people who helped 
make it what it is.” 

As a variation, the bank re- 
cently sponsored a nature walk in 
the rough interior of Cape Ann. 
Sixty-two amateur. botanists, bird- 
watchers and hikers took the Satur- 
day tour, under the guidance of two 
experts. 

Waldon J. Anderson, cashier, tells 
us that the bank plans to publish 
the historical series in book form. 


“You Are the Bank’s 
Best Salesman”’ 


N attractive manual for new em- 
ployees comes to us from The 
First National Bank of Allentown, 
Pa. The 53-page brochure uses color 
in the outer margins of the page to 
identify its three sections: ‘What 
You Will Find the Bank to Be,” 
“What You May Expect from the 
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Group Five Savings Banks Association, 

Brooklyn, N. Y., has started a l-year 

bill-board campaign at 60 centers, The 

gencral theme is “There’s One Near 

You.” Copy and design are changed 
monthly 


Bank,” and “What the Bank Expects 
from You.” 

Section 1 is in effect a trip around 
the bank —an orientation in the 
three floors and mezzanine. Each de- 
partment’s work is briefly described 
as well as located for the newcomer’s 
benefit. The second section outlines 
the fringe benefits and personnel 
policies. Finally, the employee is 
told about working hours, absences, 
telephone manners, personal appear- 
ance, new business, etc. (“You are 
the bank’s best salesman,” it says. 
“We count upon you to secure new 
business for the bank whenever you 
can.’’) 

Small sketches enliven many of 
the pages. An introduction makes 
this point: “The difference between 
one bank and another most often 
lies in the kind of people who work 
in the bank and operate it.” 


‘Personal Security” 
Accounts for Staffers 


AST RIveR Savings Bank, New 

York City, gives each employee 
a confidential, individual accounting 
of his payments and the bank’s con- 
tributions toward the cost of fringe 
benefits. 

Titled “Your Confidential Secur- 
ity Account with the East River,” 
the 10-page brochure is, in the 
words of President George O. No- 
dyne, a contribution toward the 
bank’s “established staff relations 
and continuing efforts for better 
staff understanding.” Up - to - date 
highlights of the health and welfare 
benefit programs are reported in the 
1958 edition of the booklet, recently 
published. 

The average clerical benefits last 
year ranged from 04.0% to 54.8% 
above base annual salary. 

The booklet first appeared in 1954 
and is revised every two years. 
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Correspondent Relations Can Be Funny! 


iets of correspondent relations, 
Girard Trust Corn Exchange Bank of 
Philadelphia scores a high rating with 
its Broad Street Journal, a 4-pager 
that lampoons banking for the jollifica- 
tion of everybody attending the Penn- 
sylvania Bankers Association conven- 
tion and of others who can beg or bor- 
row a copy. 

The 1959 Atlantic City issue (Vol. 
IV, No. 1, “Price Non Cents) features 
the credit card. Leading the paper is 
a story headed: “Cash Is Trash—Money 
Disappears from the Nation as Charge 
and Credit Plans Replace Cash.” The 
subhead is “Vending Machines to Ac- 
cept Credit Cards.” 

“Old-fashioned cash is vanishing 
from the American scene,” says the 
story. “Nobody needs money any more. 
Bank credit cards — like the Girard 
Trust Corn Exchange ‘Charge-Rite’— 
are good anywhere. So are checks 
from the new-style check credit plans. 
Why should anyone bother with a 
bank-roll? . . . In the old days, people 
sometimes would run out of money, 
but now everybody has a nice fresh 
credit card that never wears out. It 
can be used over and over... 


OT as manufacturers of juke boxes, 
vending machines, subway turnstiles, 
and slot machines have all converted 
their gadgets to operate on credit. 
Openings in the machines have been 
widened just enough to accept a credit 
card, and coins are automatically re- 
jected. ... 

“Once upon a time people wrote 
checks when they had money in the 
bank. Today we write checks when we 
don’t have money in the bank. This 
may lead to the retirement of some 
old-fashioned bankers. . . .” 

Wish we had space for a longer 
quote. But we save room to report 
that the picture with the story showed 
“a visiting banker and his wife” being 
rolled down the Atlantic City board- 
walk “without care or cash.” “De- 
ferred payment plans,” continues the 
caption, “have made a visit to the sea- 


TIMELY TOPICS 


RHAPSODY. The Manhattan Sav- 
ings Bank in midtown New York is 
offering noon concerts of piano and 
organ music in the lounge of its 
Madison Avenue home during the 
summer months. 


COLOR. A test by Citizens & 
Southern National Bank, Atlanta, 
showed that three times as many 


shore an even more pleasant experience 
than usual. Like the rest of the na- 
tion, Atlantic City scorns cash and 
offers merchandise and services on a 
‘eredit-only’ basis.” 

The paper’s center spread announces: 
“Girard Using Madison Avenue Tech- 
niques for Bank Advertising With a 
‘Hard Sell.’” Under that streamer are 
sample ads, each of which adapts a 
familiar customer campaign slogan or 
approach. Our cut gives you the idea. 

Another story announces that the 
bank will entertain its correspondent 
banks at a “gay beach picnic.” Girard, 
it seems, wants to get away from the 
traditional convention atmosphere, and 
quotes the president: “The trouble 
with bankers is that they’re too bank- 
erish, especially at bankers’ conven- 
tions. This year we asked our corre- 
spondent bank boys to plan something 
different—and they sure did.” The 
proposed program includes folk dancing 
and a box lunch under the Steel Pier. 

The last page, among other notable 
diversions, offers a Goldberg-type car- 
toon of a “foolproof holdup alarm 
system.” 

Somebody had a lot of fun writing 
the Journal. Reading it was fun for 
hundreds more, including BANKING. 


One of the “hard sell’ ads 


| It’s what's up front that counts 


IT HASNT 
GOT IT! 


IE IT HASNT 
GOT IT HERE 
GIRARD Trust Corn ExcHANGE Bank 


people read a home improvement 
loan ad in color as read the same ad 
in black and white. The color pre- 
mium increased space cost 68%, re- 
ports admanager John Riggall. 


MORE TREES. Continuing its 
program for “the reforestation of 
New York City,” Manufacturers 
Trust Company has planted trees at 
four branches in Manhattan, Brook- 
lyn, and Queens boroughs. 


PHONE LOANS. The National 
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Deposit Bank of Arnold, Pa., is ad- 
vertising “Homemade Loans’”’—mort- 
gage and home improvement. Pros- 
pective borrower phones for an 
application, the bank makes a credit 
check, and the money’s available in 
48 hours. If the customer has diffi- 
culty filling out the blank, National 
sends somebody to help him. 

STARS. The Union Bank and 
Trust Company of Bethlehem, Pa., 
introduced its changed signature 
design with a series of four ads. 
The new logotype, a Big and Little 
Dipper constellation pattern cul- 
minating in a North Star marked 
“Dependable,” was brought out in 
three separate teasers showing the 
design without disclosing the spon- 
sor. The final ad revealed the bank 
and tied in the stars with its numer- 
ous services. 

FOR NEWCOMERS. The Had- 
donfield (N. J.) National Bank has 
a “know your town” folder for new 
residents. Distributed through real 
estate agents, it includes a map and 
a welcome from President Horace G. 
Moeller. 

REPORT COVERS. A recent issue 
of Trusts and Estates included a 
special section reproducing the cov- 
ers of 11 bank reports for 1958. The 
magazine noted that although a book 
cannot be judged by its cover, “the 
body of an important report deserves 
a good face.” 


CUSTOMERS’ HELP. The Bank 
of Gainesville, Mo., preparing for its 


Bank Plans Community Forum 


on Local Issues 


I’ an idea is good its first year, 
chances are it will grow into some- 
thing bigger and better the next year 
—and that seems to have happened to 
the community leaders’ meeting spon- 
sored by The Gramatan National Bank 
of Bronxville, N. Y. 

A year ago the bank brought to- 
gether at a luncheon 40 representatives 
of local organizations to discuss the 
suburban village’s greatest asset and 
most serious problem. The bank later 
summarized the many suggestions in a 
little folder in which President Jackson 
Chambers explained Gramatan Nation- 
al’s altruistic interest: “. . . only by 
talking with the leaders who help 
shape and reflect the thoughts of 
Bronxville can our bank be prepared to 
give good counsel and to play its part 
in the uncertain days ahead.” 

At a similar luncheon discussion this 
year—with a larger attendance—Presi- 
dent Chambers announced that the 
bank had plans for making possible an 
established community forum where 
village problems could be threshed out. 


65th birthday on July 24, asked its 
customers to assist in assembling an 
exhibit of documents, canceled 
checks, postmarked envelopes “or 


The blueprint hasn’t been finished, but 
it’s possible that one “let’s-talk-it-over” 
meeting will be held in the fall and an- 
other in the winter. The bank, as 
leader, would draw up an agenda of 
questions gleaned from suggestions of- 
fered by residents and organizations. 
Its position on the issues would be neu- 
tral. 

This year’s luncheon was for organi- 
zation presidents and immediate past 
presidents, and about 50 men and wo- 
men attended. There were no speeches, 
no introductions. Flora Chaltain, the 
bank’s public relations officer, ex- 
plained the purpose, then turned the 
informal program over to H. Wilson 
Lloyd, Gramatan National’s public re- 
lations counsel. 

The discussion was on two main 
questions: “What do we need most?” 
and “What can Bronxville get along 
without?” Participation was active, 
and many thoughtful answers were of- 
fered to both queries. 

And so, in an easy, friendly, even so- 
cial manner, a bank comes closer to the 
heart and mind of its community. 


anything bearing the date 1894.” 
The bank urged all Ozark house- 
wives, as they did their spring clean- 
ing, to keep an eye out for material. 


BANKS PARTICIPATE IN FLORIDA FESTIVAL 


Supporting the 4th Annual Festival of Florida Products, The Exchange National Bank of Tampa exhibited in its lobby, 

left, the state-made products of 51 customers. Metropolitan Bank of Miami also saluted several local customer-manufac- 

turers. Its display right, was so successful that the bank plans to continue the idea throughout the year, featuring one 

customer a week. Pictured are Glory Goss of Coral Gables, Greater Miami Festival Queen; M. L. Ashmann, president 
of Film Art; and G. James Hughes, president of the Metropolitan 


70 


BANKING 


At 
ve 
fu 
thi 
to 
sid 
mili 
ba 
th 
' “a lm art | n 
j Photographic walt murais 
as ; 3 4 advertising displays aye p 
f 
Ss 
0 
c 


What Five Banks Discovered Through Market Resez 


The author is manager of the 
American Bankers Association’s Ad- 
vertising Department. 

The identification of the banks 
furnishing the information on which 
this article is based is not essential 
to the value of the facts and conclu- 
sions presented. 


ARKET RESEARCH can be used 

M for many purposes. Here are 

five case histories briefly out- 

lining some of the interesting facts 

bank surveys brought to light, and 

the action taken by each bank profit- 
ably to employ the findings. 


BANK 1 
(Deposits: $260,000,000 ) 


Tus bank conducted a_ survey 
among 1,012 adults in middle-income 
households, chosen from 37 repre- 
sentative neighborhoods. Within 
each neighborhood a predetermined 
number of 1-block sampling areas 
was selected. Interviewers started 
at the lowest available house num- 
ber, and proceeded in sequence 
through the higher house numbers 
until 10 interviews had been com- 
pleted in the 1-block sample area. 
From these interviews, this bank 
gleaned the following information: 
(1) This bank’s corporate image 
in the minds of the public is seen 
as a big, strong ‘“businessman’s 
bank,” run very efficiently by a 
Staff of well trained but not very 
friendly people. Only three in 20 
said they believe that this bank 
offers a “most comprehensive and 
complete program of services” when 
compared with other local banks. 


July 1959 


(2) One banking competitor holds 
an overwhelming local lead in hav- 
ing almost twice as much personal 
account business. The principal 
reason for this differential is the 
competitor’s larger number of neigh- 
borhood branches strategically 
located. 

(3) Being identified primarily as 
a business bank also seems to ac- 
count for the inquiring bank’s lack 
of personal account business. 

(4) Forty-six percent of respon- 
dent households deal with a savings 
and loan association, and 20% be- 
long to credit unions. 

(5) Approximately one in two 
families in the market population 
have never used a bank loan. These 
are some of the reasons given: 

(a) “I always pay cash.” 

(b) “Interest rates are too high.” 

(c) “I don’t like the attitude of 
bank people.” 


Door-to-door interviews yield 


immediate reactions 


(d) “I didn’t know banks made 
small loans.” 

(e) “It’s easier to finance at other 
places.” 


ACTION TAKEN: In the light of 
this survey, the bank had the officers 
evaluate the bank’s personality and 
services and make recommendations 
as to constructive steps to be taken. 
As a result, the bank’s advertising 
plans for 1959 were formulated to 
stress friendliness, warmth, and con- 
cern for “the little man,” with mes- 
sages directed especially to this 
economic group. Copy themes in- 
cluded emphasis on the advantages 
of bank personal loans and the 
bank’s desire to make them, and the 
convenience of banking by mail. 
Other officer recommendations in- 
cluded: Employee training in cus- 
tomer relations, increased staff and 
additional drive-in windows, rear- 
rangement of locations of certain 
departments for greater efficiency, 
and more officer and staff calls on 
present customers. 


BANK 2 
(Deposits: $36,000,000 ) 


Teepuone calls were made to 280 
persons in their homes during the 
day, and they were skillfully guided 
through a questionnaire by a trained 
telephone interviewer. The response 
was almost 100%. In addition, 1,500 
questionnaires were sent by mail. 
The response to the mail question- 
naire was 26.5%. While 148 house- 
to-house calls were made, which was 
only 50% of the number planned, 
this phase of the research was 
abandoned when it was discovered 
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search — 
~| AND WHAT THEY DID ABOUT IT 
| 


that in many cases no one was at 
home and numerous housewives re- 
sented doorbell ringers. 

This bank found that, of the 
people interviewed: 

81% had checking accounts 

71% had savings accounts 

85% had a safe deposit box 

23% bank by mail 

Of the four zones where the sur- 
vey was conducted, 50% of the 
people in two zones use the inquir- 
ing bank’s facilities. In the third 
and fourth zones this drops to 18% 
and 15%, respectively. The bank 
thus pinpointed its market. The first 
two zones clearly represent the 
prime trading territory based on the 
bank’s convenient location. 

The reasons given as to why these 
people are doing business with their 
bank were: 


Long association 
Recommended 


The bank’s competition was found 
to be pretty well spread out and is 
not represented by any one specific 
bank. 

The inquiring bank’s hours proved 
to be satisfactory. Out of all the 
persons interviewed, less than five 
expressed any problem concerning 
hours. 


ACTION TAKEN: The results of 
the report have been used to deter- 
mine the potential growth possibili- 
ties of the bank in its trading area, 
and what appeals should be used in 
formulating the bank’s advertising 
program. 


BANK 3 
(Deposits: $275,000,000 ) 


Tus survey was conducted by 
means of an area sample consisting 
of some 600 interviews distributed 
proportionately among four counties 
comprising the bank’s trading area. 

This bank learned the following 
facts: 

(1) Its advertising symbol ranks 
fourth among nine tested in the sur- 
vey. Generally, the advertising 
awareness test results followed what 
might be called predictable lines, in 
that the top three symbols are those 
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Trained telephone interviewers 
ean achieve 100% response 


which have been supported by the 
largest advertising dollar volume. 

(2) Scores for the bank indicate 
that it is “middle-of-the-road” with 
respect to four reasons people gave 
as to why they recommended a bank 
to others: Human relations, services, 
convenience, and reliability. 

(3) Thirty-six percent of the mar- 
ket is held by banks outside the 
downtown area where the bank mak- 
ing the survey is located. 

(4) The most - voiced reason for 
choosing a bank is convenience, 
which was the reason 53% of those 
interviewed gave for choosing their 
present bank. 

(5) The importance of convenience 
varies notably, however, with the 
type of service. More than half of 
those who have checking accounts 
(regular or special) chose their bank 
because of convenience. But only 
one in 50 said convenience was most 
important to them in choosing a 
bank from which to get a mortgage 
on their home. As a result, con- 
venience appears to be most impor- 
tant in terms of “everyday banking” 
functions, while such things as serv- 
ice, interest rates, and personal 
recommendations assume greater 
importance with reference to savings 
accounts and loans. 

(6) Approximately 17% of those 
interviewed believe that the interior 
and exterior looks of their banks 
played some part in influencing the 
choice. About one in 20 had changed 
his banking connection during the 
past year. 

(7) The inquiring bank was rated 
third when people were asked which 


was the “friendliest bank in town.” 
Only about a fourth of the bank's 
own customers consider it the 
“friendliest bank.” In terms of bank 
services used by the respondents, the 
inquiring bank ranks as follows: 


Od 


Special checking accounts 
Regular checking accounts 
Savings accounts 

Safe deposit boxes 


(8) In terms of being the most 
progressive bank the inquiring bank 
was rated fifth. 

(9) Banking by mail is ever grow- 
ing more popular. Thirty-five percent 
of the respondents had used this 
service during the past month, com- 
pared with 29% who, in a survey 
made four years ago, had ever 
banked by mail up to that time. 


ACTION TAKEN: The survey 
contributed to the bank’s decision 
to consolidate with a competing bank 
which had also been studied in the 
survey. 


BANK 4 
(Deposits: $13,000,000) 


Tue survey for this bank was con- 
ducted as far as possible in the field, 
but local market, economic, and cen- 
sus reports also were studied. 

The projected progress of the 
bank, based on past growth, eco- 
nomic conditions existing in the area, 
and present commercial deposits 
available was estimated to be a little 
more than 21% times present deposits. 

This survey also pointed up that, 
if such growth took place, the bank 
would need a building with 2% 
times more square footage. In addi- 
tion, drive-in facilities would need to 
be increased sufficiently to accommo- 
date 10 times as many cars as the 
bank does at present. 

Because of the number of indus- 
tries, commercial enterprises, and 
manufacturing establishments pres- 
ently located in the bank’s primary 
service area, a personal call pro- 
gram by officers was recommended. 
A business development department 
was also recommended to work out 
the details of a continuing business 
development program. 

Inasmuch as 68% of the people in- 
terviewed had selected their bank 
because of the convenience of loca- 
tion, it was recommended that the 
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pank’s advertising program be built 
around this theme, featuring the 
pank’s drive-in facilities, easy park- 
ing, and convenient location. Due to 
local factors, the survey recom- 
mended greater use of direct mail, 
outdoor advertising, and personal 
solicitation by bank officers to reach 
prospective depositors, and less use 
of media that reach distant areas 
outside the bank’s primary market. 


ACTION TAKEN: It was decided 
that the bank would remain at its 
present location. An architect was 
employed to draw plans for expand- 
ing the bank building, to take care 
of growing needs for the next 10 
years. Additional drive-in windows 
and a walk-up window were added. 
New bookkeeping facilities and a 
proof department were established 
on the second floor, and the former 
quarters of these departments were 
converted to employees’ lounge, kit- 
chen, a board of directors room, and 
a storage section. In addition, the 
bank has set up a new business 
department and an officer-call pro- 
gram has been instituted. Steps also 
have been taken toward installing 

automation equipment. 


BANK 5 
(Deposits: $135,000,000 ) 


Tus bank, which had undergone 
three changes in name, merged with 
two other banks under a new fourth 
name, As a result of this confusion, 
the bank undertook an, advertising 
campaign to establish the new name 
in the minds of the public. In the 
month following the campaign, two 
surveys were made to check the re- 
sults. Survey 1 was taken in the 
lobbies of the bank’s three offices to 
determine whether customers were 
acquainted with the new bank name. 
A similar study was made four 
months later to determine progress. 
These are the results: 


Banking CORRECT IDENTIFICATION 


Office 1ST SURVEY 2D SURVEY 
1 23% 55% 
2 28% 70% 
8 47% 59% 


Those not identifying the correct 
name used one of the former names 
of the bank. 

At the same time as these surveys 
were being made in the bank lobby, 
Similar surveys were made on the 
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streets of the downtown section of 
the city. The results were as follows: 


Those listing the inquiring bank’s 

name correctly 

1ST SURVEY 
21% 


In this survey those interviewed 
were asked to state the names of any 
banks without prompting, and, there- 
fore, this survey served as a meter 
of the regard in which the interview- 
ing bank is held in relation to other 
banks in the city. In the first survey, 
87% named the bank making the 
survey (by its present or previous 
name) as one of the city’s “four 
leading banks.” In the second sur- 
vey, 89% named the bank in this 
category. 


2D SURVEY 
61% 


ACTION TAKEN: While these 
results were very gratifying to the 
bank, the campaign of identification 
was continued. 

This bank conducted another sur- 
vey to determine the residence or 
office location of new customers and 
established customers, and thus plot 
the bank’s market area. The data 
for the survey were gathered from 
the account files of the bank: 

(1) The mailing address of the 
last 100 checking accounts opened 
prior to the survey date. 

(2) The mailing address of the 
last 100 savings accounts opened 
prior to the survey date. 

(3) The mailing address of every 
10th savings customer. 

(4) The mailing address of every 
10th checking account customer. 

The size of each account in dollars 
was also determined. 


Direct mail rec- 

ommended as a 

means of MR for 
banks 


The bank then plotted these ad- 
dresses on a map which was divided 
into postal zones. From this it was 
determined that the majority of the 
bank’s established customers live or 
have offices within a 17-block “belt” 
lying north, northeast, and east of 
the bank. Most of the new business 
was coming out of the same area. 
The percentage of total deposits in 
each zone was determined, as well as 
the average size of the accounts. 


ACTION TAKEN: On the basis 
of this data, the bank decided to 
concentrate its new account adver- 
tising on this 17-block area, since it 
would likely produce more new ac- 
counts per promotion dollar than in 
any other area. 

Whereas the bank, in the year 
prior to this survey, used newspaper 
advertising as a major medium and 
TV as a supporting medium, it now 
decreased the newspaper budget and 
converted the funds to direct mail— 
chiefly in the “belt” area. 

The bank also eliminated TV al- 
together, and bought a sizable show- 
ing of painted bulletins which are 
located on, the main traffic arteries 
leading into and out of the down- 
town area. 

This survey’s data were also used 
by the bank to determine whether it 
was advisable to maintain three 
downtown offices as close together 
as they were, and also to select pros- 
pective branch locations. 

As the foregoing cases illustrate, 
much can be learned through market 
research. If the information ob- 
tained is followed by constructive 
action, a great deal can be accom- 
plished. 
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ADS and AIDS that sell SERVICES — 
To Bankers Who Like to Plan Ahead: 


Here are new A.B.A. advertising materials for year-end use 


By reserving your choice of these outstanding advertising aids now, you can plan your year- 
end program well ahead of time. You would also be helping your A.B.A. Advertising Depart- 
ment to fill its summer printing schedule and ease the peak load that builds up in December. 


4-pp. folder at left, expressing 
appreciation to depositors at the 
turn of the year, is printed in 
full color—an A.B.A. first! 


always a pleasu lo jay 


4.page "Thank-You" folder shown S hank You 
at right is printed on special | | 

Lusterkote stock (another change 

of pace!) in purple and silver. 


Christmas Club blotter, right, ~ 

is in Santa said to tell you 
green. Your own Club classes , to join the 1960 
will be imprinted, with bank “ 
signature. 
CHOOSE ONE OF THESE CLASSES 


Folders and/or blotters ordered 
now will be delivered as soon as 
+ completed; or shipped and billed 
at a later date, on your request. 


Santa said to tell you... 

N Ch Club 4 TO JOIN THE 1960 

ew ristmas ub ad_ series 
#CC-A consists of 4 ads (one of or 
which is illustrated at left), featuring 
photos of Santa Claus in various : 
poses, and persuasive reasons for Moke oift-giving easy on 
joining your bank's Christmas Club bits, 


for 1960. 
Series ++CC-B (right), also new, fea- 


tures cartoon drawings of Christmas 
Save steadily h d 
for the happi- toys. As with Santa-photo series e- 
est Christmas scribed above, ads are 2 col. x 6"; 
are supplied in complete mat form. START YOUR 
start on payday? Your newspaper can set in type and ACCOUNT HERE NOW! 
substitute your own Club classes if 
they are different from those given. 


Samples (giving quantity prices) of the direct-mail pieces shown here; descriptive sheet 
on both ad series—together with appropriate order forms—sent upon request. Please 
specify direct mail items by title. Write to the A.B.A. Advertising Department, 12 East 
36 St., New York 16, N. Y.—so you can cross off one more job on your “things-to-do” list! 


4 
j 
é 
Y 
“4 
> 
$1250 
JOIN OUR 
Christmas Club ror 
1960! 
| 
JOIN ONE OF THESE CLASSES 
Deposit Weekly Receive in SO Weeks 
50... 25.00 
100 ° 50.00 
2.00... ++. 100.00 
3.00... 150.00 
5.00 250.00 
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v ill} today's ne arters meet 


Facts, and Case Send today for this important new study... 
Histories Show ee see how you can assure long-range dividends from your 


How expert analysis projects new quarters investment! 


future growth patterns Many a recently-built bank, today the pride of its management, is 
How rental areas are integrated doomed to fail the test of the future. The hard-earned dollars 
into long-range plans invested in these buildings will be, to a tragic extent, wasted 
ow location of vaults and service dollars .. . because in five years, or 10, they will be inadequate to 
cores affect growth meet the demands of space and facilities that are sure to ‘rise. 


How to plan for developments Only skilled, experienced, specialized planning and design can 
in automation . . . accurately project these future needs, and provide for them in 
: advance when it is most economical. See how this kind of planning 
has benefited other bankers, assuring them the most for their new 
quarters investments both today and in the years ahead. Send for our 
important new illustrated study, Planning Today for Tomorrow’s Growth. 
Use this handy postage-paid card 


No 
Postage Stamp 
Necessary 


and many other vital facts... Addressee ait 


illustrated with photos and plans! 
BUSINESS REPLY CARD 
for your copy of this 


fact-filled, informative report POSTAGE WILL BE PAID BY 


Postage 
Will Be Paid 


Planning Today for 
Tomorrow's Growth" BANK BUILDING & EQUIPMENT CORPORATION 
OF AMERICA 


No charge, no obligation, just 
fill in this postage-paid 1130 HAMPTON AVENUE 


reply card and SAINT LOUIS 10, Mo. 
MAIL NOW 
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irst National Bank, La Crosse, Wisconsin 


LOCAL people helped build these banks 


On almost every one of Bank Building Corporation’s over- 
3,400 projects, the hands of local workmen laid the bricks, 
set the glass, smoothed the plaster. Local sub-contractors 
did the bulk of the work. Local suppliers provided most of 


Exterior and interior views of Leominster 


For Bank Building is not an “‘outsider’”’ competing with your Savings Bank, Leominster, Massachusetts 
local people; when we start work, each project is local. But 

at the same time you obtain the advantages of planning, 

design, and supervision by a specialized organization, the 

nation’s most experienced in a highly technical field... 

advantages that add up to substantial economies in costs, 

in space, and in future operating efficiencies. 


You know what your project will cost... 
in advance 


When we plan and design your project, there’s no guesswork 
about costs. A guaranteed cost estimate is submitted to you 
as part of the preliminary analysis of your project. You 
approve costs before program is committed. 


Dank Building your designe! 


4MERICA with care... 


Bank Building and Equipment Corporation of America 
1130 Hampton Ave., St. Louis 10, Mo. 
Mr. J. B. Gander, President: 


“PLANNING TODAY FOR TOMORROW’S GROWTH” 


On or about we contemplate: 
MODERNIZED QUARTERS (| NEW BUILDING NEW FIXTURES MODERNIZED FIXTURES 


Without obligation, please furnish complete information about your 
organization, its experience and services. 


NAME 


BANK 


Simply fill out and mail postag 


CITY AND STATE _____ paid reply card / 
NOW: 
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The Executor’s Dilemma: 


How Can He Make Time For It All? 


Here’s a too-true-to-life, one-scene playlet in which a major character, George 
Duncan, deceased, has surprised his best friend Charlie Bowser by naming him 
executor of his estate. Is this a burden or an honor? And how can Charlie handle 
his trust to the best interests of all involved—the widow, the children, and himself? 


We open in the office of E. Alex- 
ander Hill, trust officer at Mellon Na- 
tional Bank and Trust Company, 
Pittsburgh, Pa., as Charles Bowser, 
life insurance agent with Chase 
Agency of Aetna Life Insurance 
Company, Pittsburgh, appears at the 
door. 


This “interview” was first pre- 
sented as a “discussion in the hypo- 
thetical estate of George Duncan” 
before the Life Insurance - Trust 
Council of Pittsburgh. 


H .—Come on in, Charlie. I haven’t 
seen much of you lately. You usually 
go upstairs to see someone in the 
estate planning division. 

B.—That’s right, but this time I 
have an administrative problem. 
My good friend George Duncan died 
last week and his widow now tells me 
that she found her husband’s will, 
and I am named as executor. It was 
quite a surprise to me. I had a long 
conference with Mary last night and 
now I wonder what I’m getting into. 

H.—Have you probated the will? 

B.—No. Here’s a copy. It’s a very 
simple will written by an attorney 
who died a number of years ago. 

H.—It is very simple—perhaps too 
simple. I see it’s dated March 15, 
1945. It leaves all his estate out- 
right to his wife, Mary, and names 
you executor. I don’t know whether 
he was doing you a favor or wanted 
you to do him and his family a 
favor. What about the witnesses on 
this will? 

B.—One of them is dead, and the 
other one lives down in Florida now. 

H.—That’s not too bad. You can 
have your attorney prepare an affi- 
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davit that they’re unavailable and 
then get two persons familiar with 
his signature, and you can prove his 
signature that way. 

B.—Do I need an attorney? 

H.—Yes. You’d be lost in follow- 
ing through on the necessary steps 
in the administration of the estate 
without an attorney. 

B.—Who should I get? 


A Good Attorney Important 


H.—Our practice is to retain the 
attorney who wrote the will if he’s 
available unless he’s dead, as in this 
case. Then we try to retain an attor- 
ney who’s acceptable to the family. 
However, the attorney’s job is to 
protect and guide you in the admin- 
istration of the estate, so you can 
select anyone you want. 

B.—I’ll have to think about that. 
Would you mind just going over 
some of the things I have to do? 

H.—I’ll be glad to. First your at- 
torney will prepare an application 
for probate of the will on a form 
supplied by the register of wills. 
Then you’ll locate two persons who 
have seen George Duncan sign his 
name and can testify that the sig- 
nature on the will is his signature. 
You'll go with them to the office of 
the register of wills and prove the 
will by their testimony—in other 
words, you will probate the will. 
You’ll then file the application for 
probate, swear that the statements 
contained therein are true and cor- 
rect, and that you will well and 
truly administer the assets of the 
estate. The register of wills then 
grants letters testamentary to you 
as executor of George Duncan’s es- 
tate, and you are qualified to admin- 


ister his estate. You won’t have to 
file a surety bond because you’re 
named executor in the will and 
you’re a resident of Pennsylvania. 

B.—Then what do I do? 

H.—You arrange for advertise- 
ment of the grant of letters to you 
as executor in the Pittsburgh Legal 
Journal, and in a paper of general 
circulation in the community, once 
a week for six weeks. This puts 
creditors on notice to present their 
claims to you as executor. Then you 
assemble the assets, records, and 
family information and begin active 
administration of the estate. 


Evaluation of Insurance 


B.—I made a memo of the infor- 
mation I’ve gathered so far. Here’s 
acopy. You see, George Duncan was 
age 55, he died October 29, 1958, at 
his home in East End, Pittsburgh. 
He had the following life insurance: 


$10,000 group—through his com- 
pany, which is a recent 
policy; 

40,000 income at 55 — Aetna — 
present cash value $57,- 
840; 

12,000 20-payment life — Equi- 
table—which became paid- 
up in 1945; 

10,000 20-payment life—Aetna— 
which became paid-up in 
1955; 

that makes total 

of about $90,000. 


life insurance 


All the policies name his wife, 
Mary, as primary beneficiary, with 
proceeds left at interest and the 
right in Mary to elect options. 

H.—Then all of the life insurance 
is subject to the widow’s control? 
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B.—Yes. 

H.—Then all of it will qualify for 
the marital deduction, and if the 
widow died next year, it would all 
be included in her estate. Perhaps 
some of the insurance should have 
been left under a nonqualifying op- 
tion or in an insurance trust, to keep 
it from being taxed in her estate. 

B.—I tried to get George to let 
me make an estate analysis for the 
past 10 years, but he always put me 
off. His other assets show the need 
for estate planning also. He owned 
his home in East End, Pittsburgh. 
Taxes on it are $625 a year. It was 
built in 1938 at a cost of $12,000. He 
made additions and improvements 
since then, but kept no records. Its 
present value is about $35,000. The 
title is joint with his wife. 

H.—Did Mr. Duncan provide all 
the funds for the purchase and im- 
provements? 

B.—Yes. 


Have Residence Appraised 


H.—Then you must arrange to 
have the residence appraised. It will 
be included in his estate for Fed- 
eral Estate Tax, but it will qualify 
for the marital deduction. It will 
take a new basis for gain or loss at 
date of death value, so there is no 


need to be concerned about original 
cost or cost of additions and im- 


provements. 

B.—George bought a summer home 
in Chautauqua, N. Y., last November 
for $25,000, and took title in his own 
name. 

H.—That will require an ancillary 
administration in New York state. 
Perhaps you can qualify there, but 
you'll need an attorney in the county 
where the property is located to 
handle the paper work. That prop- 
erty will be subject to New York in- 
heritance tax, not Pennsylvania in- 
heritance tax. What about secu- 
rities? 

B.—He had $2,000 maturity value 
of “E” bonds which were registered 
jointly with his wife. They have a 
present value of $1,800. 

H.—They’ll be included in his es- 
tate for estate tax purposes at 
$1,800, but will have an income tax 
basis for his wife as surviving owner 
at the purchase price of $1,500. 

B.—He had $2,000 in “G” bonds 
owned jointly with his wife. 

H.—They can be redeemed now at 
face by Mrs. Duncan, regardless of 
the schedule of redemption values 
on the back of the bonds. 
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B.—He had listed stocks with a 
market value of about $16,000 issued 
in joint name with his wife—prima- 
rily Pittsburgh Plate Glass and Gulf 
Oil—and other listed securities with 
a@ present value of about $10,000 in 
his own name. He also owned a 
quarter of the outstanding stock in 
the company for which he worked. 
It’s worth about $50,000 and is in 
his name alone. The president owns 
51% and another officer owns the 
remaining 24%. 

H.—That presents problems of val- 
uation and questions of whether it’s 
necessary to sell to provide cash in 
the estate, whether it’s advisable for 
the wife to take the stock in kind 
and hold it as an investment, and 
where you would find a purchaser. 
This would have been a good spot 
for a business insurance trust and a 
buy and sell agreement between the 
three stockholders. 

B.—I talked to George about that. 
He was sold on the idea, but he was 
never able to get his two associates 
to act on it. 


Check Assets and Liabilities 


H.—Were there any other assets? 

B.—Yes. He had a checking ac- 
count in joint name with his wife 
with a balance of $1,500. His savings 
account had been used up by the ex- 
pense of his long illness. 

H.—Let’s see, now. Those assets 
add up to about $230,000, with only 
$60,000 subject to administration in 
Pennsylvania, real estate in New 
York of $25,000, and insurance and 
joint assets with his wife of $145,- 
000. What about liabilities? 

B.—George had a loan, at his bank 
of $28,000 and pledged all his insur- 
ance policies as collateral except his 
group policy. He borrowed $20,000 
of that when he bought his summer 
home last November and borrowed 
additional amounts during his ill- 
ness to bring the total up to $28,000. 
He had unpaid current bills of $600 
and funeral expenses were $1,200. 

H.—That makes a total of liabil- 
ities of about $30,000, before taxes 
and administration .expenses, and 
there’s no cash in the estate. The 
estate is very much over-qualified 
for the marital deduction. The Fed- 
eral estate tax will amount to about 
$4,800 on a $200,000 net estate. 
Pennsylvania and New York inheri- 
tance tax will be about $1,000 and 
administrative expenses will be about 
$7,000, so you will need to raise 
about $42,800. The bank will insist 


on getting paid promptly out of the 
insurance proceeds. 

B.—I'd like to save that insurance 
so Mary can take advantage of the 
favorable options on the old policies, 
She could use the proceeds from the 
newer group insurance policy of 
$10,000 to help pay off that loan. 


Stocks Provide Cash 


H.—You could raise another $10,- 
000 from the stocks in his own name, 
Then you will have to sell either the 
summer home or the company stock 
in a hurry to get the other cash, or 
Mrs. Duncan could sell the Gulf Oi] 
or Pittsburgh Plate Glass stock and 
lend the cash to the estate until the 
other assets are sold. If George 
bought that stock a long time ago, 
he probably didn’t want to sell be- 
cause of the substantial capital 
gains, but the stock now takes a 
new income tax basis for gain or 
loss at market value on. the date of 
his death. 

B.—This is getting rather com- 
plicated. 

H.—Yes. He needed more assets 
in his name. Did he have any chil- 
dren? 

B.—Yes. He had a son age 16 and 
a daughter age 12, and in 1949 he 
adopted his wife’s son by a former 
marriage. He is 22. 

H.—yYou’re lucky that the law in 
Pennsylvania was changed by the 
Wills Act of 1947 or you’d have an- 
other complication because of the 
afterborn child—the daughter, age 
12, who was born in 1946 after he 
executed his will in 1945—and the 
son adopted in 1949. Under the for- 
mer law they would each have been 
entitled to their intestate share of 
George’s estate or 1/3rd of 2/3rds 
or 2/9ths of the administrative es- 
tate, that is, the estate, excluding 
the life insurance and the jointly 
owned real estate and securities— 
and you would have had a guardian 
of the estate of the minor to deal 
with. 

B.—That would be worse, but her 
mother would probably act. 

H.—No. The Fiduciaries Act pro- 
vides that a parent cannot be ap- 
pointed by the court as guardian of 
the estate of his or her minor child. 
The court would favor the appoint- 
ment of a trust company as guardian 
of her estate. Her mother is natural 
guardian of her person. This cer- 
tainly is a good example of the need 
to review your will and estate plan 

(CONTINUED ON PAGE 80) 
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BY AN ULTRASONIC TATTLETALE! 


another Diebold contribution .. . 
TO BANKING PROTECTION 


Ultrasonic alarms detect and secretly announce illicit entry ... nothing 
can stir without triggering a tell-tale signal at central headquarters. They 
can protect all or any part of the premises, including detached drive-up 
facilities. 

Because no single alarm meets all banking requirements, Diebold has 
developed a 3-way system. Ultrasonic alarms report after-hour disturbance 
caused by man, fire or property-damaging accidents and Diebold-McClintock 
Burglar and Police alarms protect vault and depository against burglary 
... lobby against daytime holdup. 

FOR COMPLETE DETAILS about the best method of stopping holdup 
and burglary losses, send coupon today! 


ie G 917 Mulberry Road, S. E. 


POR ATE O Canton 2, Ohio 


DIEBOLD-BASIC VAULT DOORS DRIVE-UP and WALK-UP WINDOWS 
feature individualized beauty . . . provide convenience for banking-on- sae 
operational superiority. the-go. as DIEBOLD, INC. 
. 917 Mulberry Rd., S. E. © Canton 2, Ohio 


Please send details about the Diebold SECURITY PLAN for 
preventing holdup and burglary losses. 


Please send complete information about your. 
Bank 
Individual 


24-HOUR TELLERS and U.L.- Street 
labeled AFTER-HOUR DEPOSI- REKORDESK SAFES, world's only 
TORIES receive and protect electrically operated safes, protect 
deposits. ledger and signature cards. 
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(CONTINUED FROM PAGE 78) 
periodically and particularly after 
any change in family circumstances 
such as marriage, birth, adoption, 
death, or change in economic status 
or change in the law. Mr. Duncan 
should have made a new will in 1946 
after his daughter was born, in 1948 
after the Revenue Act became effec- 
tive providing for the marital deduc- 
tion, and he should have reviewed 
his will in 1949 after he adopted his 
wife’s son and again early this past 
summer when it was apparent that 
he was seriously ill. But you came 
for advice about the problems of the 
administration of an estate, not for 
a discussion on estate planning. 
What about some other miscellane- 
ous assets? Did he have an auto- 
mobile? 

B.—Yes. A 1956 Buick Roadmas- 
ter in his name. 


Miscellaneous Assets Can Be Sold 


H.—You can sell it to get more 
cash in the estate, or his wife can 
take it in kind on account of her dis- 
tributive share—assign the title to 
her and get a special form from the 
Commonwealth for waiver of sales 
tax on a transfer to the widow. What 
about the household goods? Who 
owned them? 

B.—I don’t know. I presume he 
paid for them. 

H.—Your attorney will advise Mrs. 
Duncan about ownership of the 
household goods—whether she 
should claim them as gifts to her, 
whether they should be considered 
as jointly owned, or owned by Mr. 
Duncan’s estate, and the tax impli- 
cations involved. However, the Fed- 
eral estate tax examiner will look 
with a very skeptical eye on a claim 
that they were all owned by her. 
What about Social Security? 

B.—George was covered for the 
maximum amount. Mary will not be 
entitled to anything in her own 
right until she is 62 (she is now 48) 
but she will be entitled to payments 
for the children until they are 18— 
for two and six years, respectively. 
There will be a lump sum payment 
of $255 on account of funeral ex- 
penses. 

H.—You’ll have to prepare and 
file an inventory including the real 
estate and a report form to the 
Pennsylvania Inheritance Tax De- 
partment, a joint income tax re- 
turn with wife for 1958, including 
George’s income from January 1 to 
the date of his death and Mary’s 


income for the whole year, a fiduci- 
ary income tax return for 1958, in- 
cluding the income in the estate 
from date of death to the end of the 
year and returns for subsequent 
years during the administration of 
the estate. 

B.—Years! Can’t this be wound 
up in six months to a year? 

H.—It may take two to four years. 
The Federal estate tax return is not 
due until 15 months after date of 
death, and the audit and examina- 
tion of the return may not be com- 
pleted for from 1 to 3 years after 
that. 

B.—This looks like an even bigger 
and longer job than I expected. What 
if something happens to me? 

H.—The court would appoint an 
administrator to complete the ad- 
ministration. 

B.—Is there much more to this 
job? 

H.—Much more. You should ask 
for immediate audit of outstanding 
income tax returns to, shorten the 
statute of limitations to 18 months 
rather than three years. The Gov- 
ernment can only go back three 
years, unless there was fraud. You 
have to check personal property re- 
turns for five years. 

B.—I don’t think he filed any. 

H.—Other taxing authorities, 
city, school, and county, can go back 
five years, and assess a tax with in- 
terest and penalties. After raising 
sufficient cash, you will pay the fam- 
ily exemption to the widow of $750. 
Then you will pay the debts and 
funeral expenses and the taxes when 
they fall due. 

B.—You mean there are more 
taxes? 


Pennsylvania Inheritance 
Tax Laws 


H.—I’ve just told you about in- 
come tax and personal property tax. 
Pennsylvania inheritance tax is 2% 
for wife and children, including the 
adopted child. The tax on bequests 
to collaterals is at 15%, but there 
are none here. There is no longer 
an inheritance tax’on gifts to char- 
ities. You get a 5% discount on a 
payment within three months of 
date of death—but balance is pay- 
able at face, up to one year, and at 
interest thereafter. Property owned 
jointly by husband and wife with 
right of survivorship is free of Penn- 
sylvania inheritance tax. 

B.—What about Federal estate 
tax? 


H.—There is a preliminary noticg 
to be filed within two months, ang 
the estate tax return within 15 
months. Here’s the form to be filled 
out. 

B.—Wow! 


Assets May Be Revalued 


H.—You have the right to revalue 
the assets as of one year after date 
of death, or at the time of an inter. 
vening sale. You should wait for 
the audit of the Federal estate tax 
return before it is safe to make fina] 
distribution. There is no tax clause 
in the will, so the Federal estate tax 
would be apportioned to Mary for 
the insurance payable to her and the 
joint property in excess of marital 
deduction. 

B.—yYes, I understand the marital 
deduction. 

H.—When, you’re ready to close 
the administration of the estate 
you'll prepare an account, listing all 
receipts and disbursements, with 
separate schedules for principal and 
income, both personalty and real es- 
tate. 

B.—TI’'ll need an accountant to help 
me prepare the account. 

H.—Fortunately for me, we have 
specialists to prepare the accounts, 
Federal estate tax, income tax, and 
personal property tax returns, audit 
figures, etc. After you file your ac- 
count you will prepare a petition for 
distribution setting forth all the in- 
formation the court will need to 
make a proper decree. After the de- 
cree is entered and becomes abso- 
lute, you can then safely make dis- 
tribution and have the distributees 
receipt the orphans’ court docket. 


“What Can | Do?" 


B.—My head is swimming. If I do 
all these things I won’t have any 
time left for selling insurance. The 
widow would be sunk if she had to 
do it. That’s why George named me. 
I can’t let her down. What can I do? 

H.—You could renounce and the 
widow and adult adopted son could 
also renounce in favor of a trust 


company. You know, administering | 


decedents’ estates is one of the ma- 
jor fiduciary services performed by 
our trust department. 

B.—Thanks for all the information 
and the suggestion. I’m going right 
out to see Mary Duncan and get out 


from under this burden. I may be | 


seeing you later on her behalf about 
taking on the administration of this 
estate. 
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Bank Earnings and Profits 


(CONTINUED FROM PAGE 45) 
ating profits—that is, profits on sale 
of securities and recoveries less 
losses, charge-offs, and transfers to 
reserves. These capital transactions 
produced a net non-operating profit 
of $85,000,000 in 1958, in contrast 
with a $559,000,000 net non-operat- 
ing loss in 1957. The difference of 
$644,000,000 more than cushioned 
the $43,000,000 decline in net cur- 
rent operating earnings. 

Third, in 1958, 43% of net profits 
were absorbed by income taxes. This 
compared with 27% in 1948. Banks 
in 1958 paid $1,271,000,000 in in- 
come taxes, more than four times 
1948 and $273,000,000 more than 
1957. 

Fourth, of the $328,000,000 in- 
crease in net profits after taxes only 
$48,000,000 was paid out in dividends 
to stockholders. The remaining 
$280,000,000 was added to capital 
accounts. Out of $1,702,000,000 total 
net profits after taxes reported in 
1958, $726,000,000 was distributed 
as dividends and $976,000,000 was 
retained for depositor protection. 

Fifth, average dividend payments 
on capital accounts have remained 
stable. Dividends paid in 1958 were 
unchanged from the 4.1% paid in 
1957. The range over the past dec- 
ade has been only 8/10 of 1%. 

The fact that dividends were not 


increased in 1958 makes it clear that 
bank management properly did not 
regard the increase in net profits as 
reflecting improvement in basic earn- 
ing power. Rather, the non-operat- 
ing profits which accounted for most 
of the gain over 1957 were judi- 
ciously withheld as reserves and ad- 
ditions to capital accounts. This also 
had been true in 1954, when the 
banks likewise had profits from sale 
of securities. 

Reported earnings for 1958 should 
be viewed against a varied environ- 
ment of recession, recovery, and the 
beginning of new growth. During 
the early months of 1958, as the de- 
mand for loans declined and the Fed- 
eral Reserve eased money rates, 
banks added to their investment 
portfolios. 

It is not always understood that 
profits (or losses) on sale of secur- 
ities reflect changes in market level 
of interest rates. When interest rates 
decline substantially, as they did in 
the first half of 1958, the market 
price of outstanding investment is- 
sues rises concomitantly. If profits 
are taken by sale of bonds, proceeds 
reinvested in other securities at the 
lower yields prevailing in the mar- 
ket subsequently produce a lower 
level of current income. 

On the other hand, as interest 
rates rise, as they have in recent 


months, the market price of out- 
standing issues declines. Funds can 
be invested at higher yields, but sale 
of bonds has to be made at lower 
prices, at a market loss. 


Security Profits and Dividends 


For these reasons, banks do not 
and should not consider security 
profits as part of their basic earn- 
ings when considering dividend pol- 
icy. Such profits are, in effect, an 
anticipation of future investment in- 
come. Moreover, since a flexible 
market is a two-way street, a bank 
must be prepared for the times when 
market losses, rather than profits, 
are likely to occur, as they have thus 
far in 1959. 

The banking system requires a 
strong capital structure to afford 
protection for the funds of deposi- 
tors, and thus enable the banks to 
undertake the risks that are in- 
volved in serving the credit needs of 
a rapidly growing economy. Profits 
are the base upon which this capital 
structure must be built. First, as 
indicated by the Federal Deposit In- 
surance Corporation’s report, capital 
funds are being augmented largely 
through the retention of profits; in 
the past decade average total capital 
accounts have increased by $7.7-bil- 
lion, and $6.7-billion of this has re- 
flected the retention of profits. Sec- 
ond, a satisfactory level of profits is 
essential to encourage new capital 
investment. 


High U.S. Bond Yields Short-Circuit Deposits 


ODAY’S competition in commercial 

banking includes the yields now 
available on short-term Government 
securities, L. A. Jennings, Deputy 
Comptroller of the Currency, told 
the Pennsylvania Bankers Associa- 
tion convention in Atlantic City. 

He said many bankers had in- 
formed him that their strongest 
competition in the corporate field is 
the high yield on short-term obliga- 
tions of the U. S. Government. 

“The yields are attractive to the 
officials of large corporations having 
excess funds, to central banks of 
foreign countries maintaining re- 
Serve accounts in the United States, 
to savings and loan associations for 
a portion of their ‘liquidity reserve’ 
funds, and to some individuals who 
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have drawn their demand balances 
down to minimum figures short of 
incurring service charges,” Mr. Jen- 
nings asserted. 

Talking on the subject ‘“Competi- 
tion in Commercial Banking,” Mr. 
Jennings reviewed its sources. 

He also noted that there are 
“about 40 Federal agencies and their 
instrumentalities which have author- 
ity to make, guarantee, and insure 
loans,” approximating $22.7-billion 
in the direct category and $59.8-bil- 
lion guaranteed or insured. 

“Other than in a very negligible 
and unimportant way,” Mr. Jennings 
added, “I do not consider Govern- 
ment lending agencies in general are 
competitive with commercial banks, 
If they are competitive in some 


areas, such as the Production Credit 
Corporation, banks are believed to 
be in a position to compete effec- 
tively if they are so inclined.” 


Strongest Competition 
Is from Other Banks 


But the “strongest competitive 
force of all,” he asserted, is “the 
fierce and unending struggle that 
goes on between commercial banks 
for every type of banking business. 
This is not limited to the two or 
more banks in a single town or city. 
A recent survey made in a city with 
a population exceeding 500,000 re- 
vealed that of the 50 largest banks 
in the nation with total deposits of 
$81-billion, 41 of them were actively 
soliciting business in that city.” 
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Check imprinter in First National Bank’s fair exhibit was a magnet when it came to getting the attention of the teenagers, 
Robert Woodward, of bank’s staff, seated at imprinter 


Imagination and Staff Teamwork 
Sell Bank Services at Local Fair 


W. P. MURRAY, JR. 


Mr. MurRRAY is manager of the 
Petaluma office of the First National 
Bank of San Rafael, Calif. 


OING to the fair is fun for 
(G many thousands of people each 
year as numerous county, 
district, and state fairs provide ex- 
hibits and entertainment of interest 
to urban, as well as rural, residents. 
Petaluma has had a yearly fair al- 
most since the city’s incorporation 
100 years ago—and going to the fair 
is fun today, as it was in years past. 
Our bank has been closely associ- 
ated with the dairy industry (the 
most important agricultural indus- 
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"In planning our first exhibit we knew that 
an ‘action’ booth was required—not a 
lounge to serve as a quiet resting place." 


try in Marin and Sonoma counties) 
since the bank’s inception 90 years 
ago. Currently our Farm Depart- 
ment (as set up in 1941) handles 
many types of agricultural financing 
but still specializes in service to the 
dairyman. Thus, when our Petaluma 
office opened in October 1955, we had 
a particular interest in having a 
display booth at the Sonoma-Marin 
District Fair. 


Fair Booth since 1955 

Since 1955 our bank has had a 
booth at the fair each year and we 
have found it to be a very worth- 
while project. Through it we have 


found a medium to meet and talk 
to people under friendly, informal 
circumstances; we have taken pride 
in joining with our fellow Petaluma 
businessmen to support the fair; and 
we have noted the enjoyment our 
staff members receive from their 
participation and the consequent 
boost in morale. 

In planning our first exhibit we 
knew that an “action” booth was re- 
quired—not a lounge to serve as a 
quiet resting place. To secure ideas 
we turned to the American Bankers 
Association for assistance and back- 
ground on bank fair booth projects. 
In addition we held a number of 
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staff meetings to consider “varia- 
tions on the theme” as proposed by 
individual staff members. Each sub- 
sequent year our entire staff joined 
in planning, constructing, manning, 
and finally analyzing the project 
after it has been completed to de- 
termine what should be done to 
improve our methods and procedures 
at the next fair. 

Our experience in the past three 
years has proved that “action” is 
the key to obtaining the attention of 
the passerby. However, several ad- 
ditional factors have come to light 
and possibly a brief review of the 
three exhibits will make these con- 
clusions more meaningful. As a 
matter of interest, our booth was at 
the immediate right of one of the 
main entrances to the commercial 
display pavilion. The booth was 10 
feet by 20 feet in size. 


First Year Features 
For our first year we featured: 


(1) House of Silver guessing con- 
test: This transparent lucite house 
was obtained from the American 
Bankers Association and was filled 
with over $1,000 in silver coins. 

(2) Todd Check Imprinter: Fre- 
quent demonstrations given to pro- 
mote First National Bank free 
“while you wait” check imprinting 
service. 

(3) Pasture and Range Improve- 
ment Display: Our bank has spe- 
cialized in dairy ‘inancing for many 
years and has a separate Farm Serv- 
ice Department to serve dairy, beef, 
sheep, and poultry ranchers in the 
area. This display was designed by 
our Farm Department in keeping 
with the agricultural fair itself and 
our bank specially. Considerable 
time and effort was devoted to a 
simple, clear-cut, interesting display 
of range improvement practices. 

(4) Electric Cart: A small, slow- 
moving electric cart was provided 
for the children to ride about the 
fair. 

(5) Advertising: 

(A) Broadcasts over the local radio 
station were made on two after- 
noons, during which time FFA 
and 4-H Club winners in the fair 
judging contests were inter- 
viewed. Pictures were taken of 
the FFA and 4-H participants 
and copies subsequently mailed 
to them. 

(B) Advertisements 


in the local 
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paper before the fair invited 
the public to visit our fair booth 
and the bank, and, after the 
fair, announced winners of the 
contest. Names of contest win- 
ners were also posted in the 
bank lobby. 


Second Year's Booth 


The second year this is what we 
featured at our fair booth: 

(1) The Silver Cow guessing con- 
test: A cow of transparent plastic 
was made by a local manufacturer 
and filled with silver coins for the 
guessing contest. The cow was se- 
lected because of our dairy interests. 

(2) Brandt Coin counting ma- 
chine: Frequent demonstrations 
were given of the sorting and count- 
ing features of this machine. The 
noise of the clinking coin and the 
sight of loose cash made this feature 
a big attraction! 

(3) Banking Cartoons: For the 
background we used selected bank- 
ing cartoons, from the banking 
press, plus some “originals.” 

(4) Money Tree: For additional 
action we had a “money tree” 
blossoming with dollars (chocolates 
wrapped in gold foil and play paper 
dollars). The tree was on a turn- 
table and lighted by a rotating color 
wheel. Underneath we had a record 
player and featured the record “The 
Money Tree.” A poster on the front 
of the tree offered this advice on 
“How to Grow a Money Tree”: 


Step 1. Plant a seed (an old dollar 
bill will do) in a First Na- 
tional Bank savings account. 


The FFA and 4-H radio broadcast from 

the bank’s fair booth pleased oldsters 

and children alike. Ted Shields, form- 
erly KAFP manager, holds mike 


Step 2. Sprinkle with regular depos- 
its. 

Step 3. Prune it only in case of 
emergency. 

Step 4. Your interest crop will help 
your Money Tree grow... 
and grow... and grow! ! 

(5) Advertising: The same as for 
the first year. 


Third Year Display 


And our third year at the fair, this 
is what we had in our display: 

(1) Banknik FN-1: This was an- 
other guessing contest, featuring a 
rocket in orbit. Our rocket was made 
by a local plastic concern and filled 
with silver coins. A styrofoam moon 
and silver stars (lighted by a rotat- 
ing color wheel) were suspended 
from the roof. 

(2) Recordak: For display and 
demonstration we had Recordak 
photographing and viewing units. 

(3) Backboard display, featuring 
the Polaroid camera. Petaluma was 
celebrating its centennial year and 
many of the men were growing 
beards and quite a few of the women 
were dressing in costumes of the 
1800s period. People in centennial 
costumes were photographed and 
their pictures, with names and ad- 
dresses were posted on the back 
wall of the booth. At the conclusion 
of the fair, these pictures were sent 
to participants with letters express- 
ing the bank’s appreciation. 

(4) Advertising: The same as 
previously outlined. 

(5) First National Bank balloons 
were given out and used to brighten 
the display. 

(6) To get a striking and color- 
ful booth, the backboards were 
completely covered with soft blue 
paper. Blue metallic paper and red 
ribbons were used for trim. 

(7) In addition the bank donated 
a “Program Sign” in order that fair 
events could be posted in the most 
conspicuous place on the fair- 
grounds. The board had aluminum 
pricing strips so the printed pro- 
gram detail could be changed each 
day. Fair Manager D. D. Fusaro 
added an electric clock to the sign 
board, and placed potted flowers 
around it. 

A summary of our booth display 
costs, attendance at the fair, and 
number of entrants in the contest 
is given on page 85. The guess- 
ing contest count, of course, refers 

(CONTINUED ON PAGE 85) 
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Purina Dealer Harvey (left) shows Banker Skelton how records are kept on caged hens. 


“WORKING WITH OUR PURINA DEALER 


—says Doyle C. Skelton, Vice-President and Cashier 
Gibson County Bank, Princeton, Indiana 


“Ed Harvey, our local Purina 
Dealer, has been a valued cus- 
tomer of our Bank ever since 
his business was started five years 
ago,” says Mr. Skelton. 


“‘We worked with Ed Harvey 
Farm Supply in the introduction 
of caged hens, ‘Pig Parlors’ and 
modern methods of raising 
broilers and turkeys. We believe 
such teamwork is a valuable 
community service because it 
adds many thousands of dollars 
to the annual farm income of 
our trading area. This, in turn, 


has helped other businesses in 
Princeton, including Gibson 
County Bank. 


“We never have had a loss on a 
production loan to farmers.” 
* 

Gibson County Bank... “‘The Bank 
of Tomorrow” .. . considers Mr. 
Harvey’s recommendation of a 
prospective customer to be very 
good. It has found that Mr. Harvey’s 
work with feeders, giving them the 
benefits of Purina Research, helps 
them make money and serves as ex- 
tra protection for the Bank’s loans. 


PURINA... YOUR PARTNER IN SERVING ANIMAL AGRICULTURE 


HELPS BUILD COMMUNITY PROSPERITY” 


QUALITY 
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(CONTINUED FROM PAGE 83) 


only to the actual number of guess- 
ing cards deposited, as we had no 
method of estimating the number of 
people who visited the booth and 
who did not enter the contest. 


Fair Statistics 

1956 1957 1958 
Display and prize costs $470.88 $560.71 $553.43 
Attendance at fair.... 20,608 27,866 28,351 
Guessing contest entries 3,500 4,734 4,828 
It should also be pointed out that 
the booth was manned at all times 
with one to six members of the staff. 
During the busy hours, especially, 
an adequate representation was re- 
quired to distribute the guessing 
cards, demonstrate the bank equip- 
ment, take and post the pictures, 
and talk with those who had time 
to visit. The crowds around the 
Banknik FN-1 (House of Silver— 
silver cow) often prevented new- 
comers from getting close enough to 
understand the guessing contest. 
Thus, we normally had from two to 
four members of our staff with 
guessing cards and pencils in hand, 

ready to explain the contest. 


Conclusions Based on Experience 
On the basis of our experience, we 
have arrived at the following con- 
clusions: 
(1) All three guessing contests 
were very well received. The dis- 


PCA Competition is 


perme the nation’s banks, with 
some 92% of them making 
agricultural loans, continue leader- 
ship in the agricultural lending field, 
their competition from Produc- 
tion Credit associations is increas- 
ing at a rapid rate, Edgar T. Savidge, 
deputy manager of the A.B.A., and 
secretary of the Agricultural Com- 
mission, said at the Kansas Bank 
Management Clinic in Lawrence, 
Kans., sponsored by the Kansas 
Bankers Association. 

While discussing the competition 
given banks by the Production 
Credit associations, Mr. Savidge 
said that the PCAs “make loans to 
farmers and ranchers for any gen- 
eral agricultural purpose of a short- 
or intermediate-term nature. They 
were organized to make the same 
kinds of loans that banks make, to 
the same people to whom banks 
lend, and on a permanent basis.” He 
added that “loans made since the 
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play of silver coin and the guessing 
contest prizes provided a feature at- 
traction that appealed to almost 
everyone. 

(2) The equipment displays and 


demonstrations were all good, and | 


we hope to continue along this line. 


It should be noted that the demon- | 


strations of the coin counting ma- 
chine was an outstanding attraction. 
(3) Considerable time was given 


to the first two backboard displays | 
(cattle range and cartoons), but | 


they did not approach the interest 


evidenced in the Polaroid picture | 


idea. 


(4) Because of the number of en- | 


tries in the guessing contest, and 
the subsequent interest in the win- 
ners, it was necessary to list the 
winners in the local paper. We also 


posted the previous year’s winners | 


at the booth. 


(5) Asuccessful fair booth should 


be an active booth, for which dis- 


plays and contests are selected ac- | 
it should be ade- | 
quately staffed to insure a personal | 


cordingly, and 


greeting to all friends and onlookers. 


(6) A final word should be added | 


regarding the bank staff’s participa- 
tion: As stated earlier, the whole 


staff took part in the fair booth | 


project and ideas not derived from 
American Bankers Association ma- 
terial came from the staff. 


Increasing Rapidly 


associations’ inception (1933) 
total $16-billion” and that “the loss 
experience of the PCAs (22 cents 
for each $100 of cash advanced in 
loans) indicates clearly that sound, 
bankable loans have been acquired 
by the associations.” 

Mr. Savidge pointed out that “dur- 
ing the past 10 years, the volume of 
PCA loans has 
while comparable nonreal - estate 
loans of commercial banks increased 
only 114%.” 

He further stated that the asso- 
ciations, on, December 31, 1958, had 
a combined net worth of nearly 
$246,000,000, which is an 81% in- 
crease over a 10-year period; that 
the interest rates charged farm bor- 
rowers on PCA loans are competi- 
tive with bank rates today; that 
among the factors responsible for 
the growth of PCA lending activi- 
ties are the use of personal solicita- 

(CONTINUED ON FAGE 87) 
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increased 204%, | 


Now National City’s 
night transit system 
is faster than ever 


Our messengers pick up and 
deliver mail at Cleveland airport 
post office, around the clock. 
Downtown stopovers are elimi- 
nated. This new service can im- 
prove availability by one day. 
If you’re not a National City cor- 
respondent, contact us for details. 
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623 EUCLID AVENUE, CLEVELAND 1, OHIO 
Member Federal Deposit Insurance Corp, 


| 
| ome 
| 
| 
| 
| 
| 
| 
| 
| 
| 
85 


This department is edited by 
Mary B. LEACH of BANKING’S staff. 


Large Sums Are Being Spent 
on Agricultural Research 


HE U. S. Department of Agri- 

culture alone is spending about 
$90,000,000 of public funds annually 
on agricultural research, F. P. 
Cullinan, associate director, Crops 
Research Division, Agricultural Re- 
search Service, Plant Industry Sta- 
tion, Beltsville, Md., said recently. 
“It employs,” he said, “about 4,800 
scientists working at some 600 loca- 
tions in the 50 states. Similarly, 
the states are spending about $108,- 
000,000 of their funds plus about 
$32,000,000 of grant -in-aid funds 
from the Federal Treasury on re- 
search conducted at the state agri- 
cultural experiment stations.” 

Mr. Cullinan added that “most of 
these funds are for farm research— 
research that will help farmers do 
an increasingly efficient job of pro- 
viding food for this growing nation. 
The remainder—not quite a third— 
is going into research on the pro- 
cessing, distribution, and use of 
agricultural commodities.” 

He pointed out that, “while the 
total of our farms is decreasing in 
number, the opportunities in agri- 
business are mushrooming. The op- 
portunities for young people with 
college degrees in agriculture are 
especially bright. The estimate is 
more than 15,000 new jobs a year 
in agribusiness. With fewer than 
8,000 graduates in agriculture each 
year, that means the ratio of jobs 
to men is nearly two to one.” 


Summer Soil Test Drive 


SUMMER-LONG campaign will be 

waged in southern Maryland by 
the Agronomy Department of the 
University of Maryland’s College of 
Agriculture to have every farmer 
test his soil. 
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A number of lime and fertility 
demonstration plots are located on 
the main highways in five counties. 
Educational exhibits at all of the 
five county fairs will show the su- 
perior results to be expected from 
using lime and fertilizer in profit- 
able crop production. 

Abram Z. Gottwalls, agricultural 
and public relations representative 
of the First National Bank of South- 
ern Maryland, Upper Marlboro, is 
chairman of the budgetary commit- 
tee for the drive. 


Montana Bankers Are Given 
Conservation Award 


HE Minnesota Bankers Associa- 

tion was awarded the 1959 
Northwest Sportsmen’s Award for 
“outstanding conservation activities 
beneficial to state and nation” be- 
fore 10,000 people attending the 
Travel and Boat Show in Minneapo- 
lis. 

In making the award to Harold L. 
Hanson, vice-president of the Min- 
nesota Bankers Association (vice- 
president, First National Bank, 
Baudette), Parker Anderson, exten- 
sion forester for the University of 
Minnesota, read a statement extoll- 
ing MBA for its large contribution 
to the betterment of the agricultural 
economy. 


Harold Hanson receives conservation 
award from Parker Anderson 


Among other things mentioned by 
Mr. Anderson was that since 1951 
the association has given scholar- 
ships valued at $66,000 to 333 farm 
boys representing 50 agricultural 
counties and it has provided 60 me- 
chanical tree planters to the farm- 
ers in 60 counties at an estimated 
expenditure of $20,000. 

“We are proud to have this op- 
portunity before this great crowd 
of Minnesota citizens to honor the 
Minnesota Bankers Association as 
the state’s outstanding conservation 
organization,” said Mr. Anderson, 
“Through your program, your or- 
ganization has provided the non- 
agricultural lands of our state with 
millions of green living trees that 
will assure our next generation’s 
social and economic prosperity.” 


Statement of Condition 
Sells Better Farming 


HAT kind of a statement of con- 

dition does a “so-called” coun- 
try bank publish? Here is how the 
$7,332,000 First Dakota National 
Bank of Yankton, S. D., issued its 
March 12 report: 

It utilized a minimum of space to 
record the bank’s dollar assets and 
liabilities and used three and a half 
pages of its 4-page folder to sell its 
services. Using the slogan, “1st Da- 
kota National Bank (Founded 1872) 
Serves Agriculture Thru Credit 
Power in a Growing Community,” 
the First Dakota displayed a map 
of its trade area on the frontispiece. 
Under the statistical report were 
listed directors, officers, and staff of 
the bank, including the maintenance 
man. 

The following two pages were de- 
voted to the promotion of better 
farming. Farmer-of-the-Month John 
Freng, Jr., of Mission Hill, was 
shown feeding his fine herd of Here- 
fords. Under the slogan, “Farming 
Can Be for Profit,” the bank repro- 
duced a 1959 Feeder Cattle Buying 
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Officers of the Petersburg Citizens 
Office of the State Planters Bank of 
Commerce and Trust, Richmond, Va., 
attended the eighth annual Baby Beet 
Show and Sale in Petersburg and bought 
in “Dynamite,” champion angus steer 
of ll-year-old Edwina Gill of Ken- 
bridge. Shown with Edwina and “Dyna- 
mite” are assistant Vice-president C. A. 
Fowlkes and Assistant Cashier R. B. 


Cameron 


Guide which gave ratings on several 
types of feeding programs. In the 
concluding paragraph of the state- 
ment, the bank gave a word of ad- 
vice on selling cattle at lighter 
weights. 


USDA Farm Prices Booklet 


U. S. Department of Agri- 
culture’s Agricultural Marketing 
Service recently published Agricul- 
tural Information Bulletin, No. 204 
entitled “What Makes Farmers’ 
Prices.” 

The booklet includes information 
. on the general price level, changes 
in supply, income and prices, sea- 
sonal price changes, marketing mar- 
gins and farm prices, and Govern- 
ment programs and prices. 

Available at 20 cents from the 
Superintendent of Documents, U.S. 
Government Printing Office, Wash- 
ington 25, D. C. 


Newsletter Gives Farm Tips 


od Farmer Friend” is the 
salutation used by The Com- 
mercial Bank and Trust Company of 
Ocala, Fla., in its “Farming in the 
Sun” newsletter sent monthly to 
1,100 farmers. The letter is edited 
by Douglas H. Oswald, farm repre- 
sentative and vice-president, who 
reports: 

“We have sent it out for approxi- 
mately eight months and the recep- 
tion has been very good.” From 
time to time he includes timely notes 
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about the various services offered 
by the bank. 

The letter is reproduced locally on 
a letterhead that includes a drawing 
of the bank’s building, grazing cat- 
tle, a cattle barn, citrus groves—all 
set against a background of billow- 
ing clouds and rays of the rising 
sun. 

The letter’s content can best be 
described by taking a look at a sam- 
ple, May for example: Mr. Oswald 
discussed the bank’s yearly water- 
melon contest. Prizes of $25 sav- 
ings bonds are given to the pro- 
ducers of the largest round and the 
largest long type melons. Other 
topics included a premier Duroc sire 
named “Toppers King,” blackleg, 
citrus production, produce markets, 
pongola grass, and water pump wir- 
ing. 


Brazilians Study U.S. Credit 


URING a 10-week “Agricultural 

Credit Tour” of the United 
States, a group of 15 Brazilian 
bankers studied agricultural lending 
‘methods and procedures at the 
Brookhaven, (Miss.) Bank and Trust 
Company. 

In addition to conferring with the 
officers and directors of the bank, 
the Brazilians observed the bank in 
its usual Monday morning opera- 


He who hesitates misses the green 
light, gets bumped in the rear, and 
loses his parking place. 


PCA Competition 


(CONTINUED FROM PAGE 85) 
tions as a foundation for their busi- 
ness development programs and the 
employment of agriculturally trained 
personnel who keep abreast of tech- 
nological developments and who are 
actively seeking new business; that 
the PCAs have capitalized and are 
advertising the fact that they pro- 
vide credit on a budgeted basis; that 
in recent years the associations have 
been discounting loans with ma- 
turities up to five years with the 
Federal Intermediate Credit banks, 
that the PCAs appear to serve farm- 
ers who have more assets and 
greater equities than do the farmers 
served by banks. 

“The largest number of bank farm 
credit customers on June 30, 1956, 
was in the group having a net worth 
of $3,000 to $10,000, whereas the 


In 1953 The National Bank of Dover, 
Ohio, started supplying a tree planter 
to local farmers and businessmen so 
that barren acres might again be pro- 
ductive. In that year 77,000 trees were 
planted. In this picture Robert Simp- 
son, Dennison, Ohio, at left, is ready 
to plant the millionth tree. The bank’s 
farm department estimates that a quar- 
ter million trees will be planted with this 
planter in 1959. Tractor operator is 
William Cunliff, Blaine 


tions, loans being made and paid, 
the operation of the mechanized ac- 
counting system, and the extent to 
which a commercial bank enters into 
the life and activities of a commu- 
nity and the farming area it serves. 

W. P. McMullan, Jr., of the Mis- 
sissippi Department of Bank Super- 
vision, addressed the group on the 
banking system of the nation. 

Before returning, the Brazilians 
spent some time in New York study- 
ing banking at the Chase Manhattan 
Bank and at the American Bankers 
Association offices. 


largest number of PCA customers 
had a net worth of $10,000 to $25,- 
000,” said Mr. Savidge. “This raises 
the question,” he added, “as to 
whether or not the more efficient 
farmers are going to PCAs for their 
credit needs.” 

Continuing, Mr. Savidge empha- 
sized that it is increasingly impor- 
tant “that bankers have more than 
an understanding of the details of 
specialized farm enterprises. Na- 
tionally, farm credit accounts for 
about 5% of all bank credit, com- 
pared with 10% two decades age. 
Young men with an understanding 
of nonfarm businesses not directly 
related to agriculture and with 
banking generally, will become in- 
creasingly important to banks serv- 
ing rural areas. Therefore, itis 
important for men preparing for 
bank farm credit work to obtain a 
well-rounded background. 
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Pension Plans with a Plus: 


Profit-Sharing 


ALLEN L. MAYERSON 


The author is assistant professor 
of insurance and actuarial mathe- 
matics at the University of Michigan 
School of Business Administration, 
Ann Arbor. 


LTHOUGH profit-sharing plans 
A have been in use for many 
decades, it is only in the last 
10 years that they have become a 
major factor in the field of retire- 
ment plans. The rapid growth of 
profit-sharing plans in, recent years 
has been due both to the growing 
awareness of their tax advantages, 
particularly to executives, and to the 
fact that they are less likely than 
a pension plan to cause financial 
strain on a company’s earnings. 

Profit-sharing plans are of two 
types: cash and deferred. The Coun- 
cil of Profit-Sharing Industries esti- 
mates that about 41% of the profit- 
sharing plans are cash plans, 42% 
deferred, and 17% combinations of 
the two. In general, smaller com- 
panies are more likely to have cash 
plans than are larger ones. 

Since Section 401(a) of the In- 
ternal Revenue Code is not applica- 
ble to cash profit-sharing plans, they 
provide no tax advantage. Deferred 
profit-sharing plans, however, are 
governed by Sections 401 to 404 of 
the 1954 Internal Revenue Code and 
are treated in many respects the 
same as pension plans, 

In 1957 it is estimated that about 
40% of the retirement plans ap- 
proved by the Bureau of Internal 
Revenue were deferred profit-shar- 
ing plans. The Council of Profit- 
Sharing Industries estimated in 1955 
that there were 8,000 deferred profit- 
sharing plans and that they were 
growing at the rate of 100 a month. 


“Popularity Poll” of Benefit Plans 


How various sized national banks supplement salaries 


Number 
of Cash bonus 


Total 

deposits 
in millions banks 
Under $5 2,063 
$5 to $10 906 
$10 to $25 599 
$25 to $50 217 193 
$50 to $100 125 106 
$100 to $500 100 86 
Over $500 21 14 
All sizes 4,031 3,571 


88.0 
90.7 
89.1 
88.9 
84.8 
86.0 
66.7 
88.6 


1,816 
822 
534 


number percent 


Pension Profit-sharing 
number percent number percent 


320 15.5 49 2.4 
369 40.7 64 
355 59.3 77 12.9 
147 67.7 46 21.2 
101 80.8 25 20.0 
88 88.0 24 24.0 

20 95.2 7 33.3 
1,400 34.7 292 7.2 


SOURCE: Based on 1957 Annual Report, Comptroller of the Currency. 


The cash bonus is most popular despite a trend toward pension plans among 
larger banks. Those that provide a cash bonus or pension (or both) will be inter- 
ested to see how the less used profit-sharing plans can fit in the picture 


A deferred profit-sharing plan pro- 
vides tax advantages both to em- 
ployer and to employee. The em- 
ployer gains a tax deduction immedi- 
ately for his contribution: to the 
profit-sharing trust fund, yet there 
is no tax on the interest or capital 
gains accruing to the trust. The em- 
ployee pays no tax until he actually 
gets the money, at retirement, death, 
or when he leaves his job. 

Furthermore, if the distribution 
takes the form of a lump sum, he 
pays only a capital gains tax instead 
of an income tax. This might be 
especially advantageous to execu- 
tives in high tax brackets. 


Advantages of Profit-Sharing 


One advantage of profit-sharing 
plans over pension plans is that 
there is no fixed cost commitment 
by an employer. He contributes only 
if there are profits. Furthermore 
there is an incentive to the em- 
ployees to work harder and to help 
increase the profits of the company 
since they know that their retire- 
ment benefits are tied to company 
profits. Many companies report 
higher productivity, less absentee- 
ism, and better employee morale as 
one result of a profit-sharing plan. 


There is considerable flexibility 
both in costs and in the manner of 
distributing funds under a deferred 
profit-sharing plan. Costs fluctuate 
with profits, avoiding a heavy com- 
mitment in years of low earnings. 

A profit-sharing plan is probably 
the best way to provide severance 
benefits without making a commit- 
ment for high outlays in years of * 
low earnings. When a man is laid 
off during a recession he can, if the 
plan so provides, receive as a lump 
sum distribution all or part of the 
money to his credit in a deferred 
profit-sharing fund. To provide sev- 
erance benefits by incorporating 
them in a pension plan would re- 
quire either that the employer pay 
out the money just at the time when 
his business is at its worst, or else 
that he try to estimate the rate of 
unemployment or lay-off and fund 
severance benefits in advance. 

The primary disadvantage of a 
profit-sharing plan is the lack of a 
definite retirement benefit. The plan 
is of the “money-purchase” type and 
the benefits are determined by the 
amount of money available at re- 
tirement. Secondly, it is hard to take 
care of older employees since In- 
ternal Revenue regulations prohibit 
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the allocation of profits on a basis 
involving the age of the participants. 
An employee who is not too far from 
retirement age at the time the plan 
is put into operation will not have 
time to accumulate much of a retire- 
ment benefit. 

Another alleged disadvantage of 
a profit-sharing plan is that the fund 
cannot pay a retired employee a 
guaranteed income for life but must 
turn to annuities as a method of 
terminal funding if it wants to pro- 
vide lifetime benefits after retire- 
ment. It is also said sometimes that 
profit-sharing plans may encourage 
too much employee curiosity about 
company affairs. 

Pension plans have certain impor- 
tant advantages over profit-sharing 
plans. First, the employer and em- 


Our Time Plan Department’s twenty years’ experi- 
ence with forms, rates, credit policies, accounting, 
auditing, collections and business development—and 
now Check Credit—may be helpful in solving con- 
sumer credit problems. May we help you? 
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ployee know in advance the amount 
of retirement income to be provided. 
Only a pension plan based on sound 
actuarial premises assures the se- 
curity of an employee’s retirement 
benefits. 


No Lifetime Guarantee 


Second, the retirement income 
can be paid over the employee’s en- 
tire lifetime. Under a profit-sharing 
plan, unless some terminal funding 
device is used, it is impossible to 
guarantee that the money will last 
out the employee’s lifetime, no mat- 
ter at what rate withdrawals are 
made. 

Third, the pension plan allows pen- 
siéns to be adjusted for inflation 
after retirement. While a_profit- 
sharing plan has a built-in adjust- 


ment for inflationary changes before 
retirement, because the amount 
credited to an individual’s account 
varies with profits which presumably 
will reflect inflationary changes, it 
is impossible to increase benefits 
after the employee has retired. Fur- 
thermore, past service can be rec- 
ognized under a pension plan, hence 
older employees can be provided for 
when a plan is instituted and not 
have to rely on accumulated funds. 
The disadvantages of a pension 
plan are less flexibility in funding, 
and the fact that the initial cost of 
past service benefits may be heavy. 
Whether a pension or a profit-shar- 
ing plan is most useful in a particu- 
lar situation is a matter for the em- 
ployer, with expert advice from an 
actuary, a lawyer, and an account- 


Time PLAN LOANS 
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POCKET STYLE 
which facilitates 
account number- 
ing and addressing 
of receipt. 


CARBONIZED 
STYLES 

to provide your 

customers witha 

detailed record of 

mail deposits. 


TAILOR-MADE 
STYLES 

for use with spe- 

cial deposit slip 

sizes and con- 

struction. 


ORIGINAL ONE-PIECE UNIT with deposit 
slip, receipt and mailing envelope. 


All NEW styles retain the original features 
of the one-piece bank-by-mail units. 


Clip this coupon to your letterhead. 


Jue. 


1000 UNIVERSITY AVE., ST. PAUL 4, MINN. 


Please send samples of: 
0 POCKET STYLE 0 CARBONIZED 
TAILOR-MADE ORIGINAL ONE-PIECE UNIT 
Name 
Bank 


Address. 


ant, to decide. A profit-sharing plan 
is certainly very useful where profits 
are erratic or where the incentive 
element is important. It can also be 
used as a supplement to a pension 
plan. 


What the Formula Must Do 


Although no fixed formula is now 
required by the Internal Revenue 
Code for the amount of company 
profits going into a plan, there must 
be a formula for distributing con- 
tributions among the participants. 
The formula may provide that each 
participant receive a percentage of 
his salary or some function of both 
his salary and his length of service. 
Sometimes the plan simply provides 
a flat amount per hour worked. The 
Internal Revenue Code requires that 
the formula not discriminate in fa- 
vor of highly paid workers. 

The maximum tax deduction al- 
lowed to the employer is 15% of the 
total compensation paid to all par- 
ticipants in the profit-sharing plan. 
However, there are carry-forwards 
and carry-backs so that as much as 
30% might be tax deductible in a 
particular year if payments in other 
years were less than the allowable 
15%. Where a pension and a profit- 
sharing plan are used together, a 
maximum of 25% of payroll may be 
contributed to the two plans. 

Even though the Internal Revenue 
Service does not require a fixed for- 
mula for the amount of company 
profits going into the plan each year, 
such a formula is desirable from the 
standpoint of employee morale, and 
most plans do use one. In order not 
to contribute more than the allow- 
able tax deduction, some plans have 
a limit of 10% of profits or 15% of 
compensation, whichever is the 
lesser. Other plans ensure full tax 


deduction by providing a cash dig. 
tribution to participants if the 
amount going into the plan would 
exceed 15% of compensation. 

Most profit-sharing plans have a 
waiting period for participation such 
as two, three, or five years. Some 
companies also exclude part-time or 
hourly workers. Profit-sharing plang 
may be integrated with social secur. 
ity, although this is harder to do 
than in the case of a pension plan, 
Vesting is desirable and common, It 
may be immediate, graded, or de. 
ferred until retirement. Benefits 
must vest by retirement date under 
Internal Revenue Service regula- 
tions. 


Pointers on Vesting 


The most common vesting provi- 
sions are probably those allowing a 
certain percentage of the fund to be 
vested each year -until at the end 
of some period, such as 10 or 15 
years, the entire amount is vested 
in the employee and can be taken 
by him if he leaves his job. If an 
employee terminates his employment 
before his benefits are fully vested, 
the nonvested portion of his fund 
may not revert to the employer, but 
must be allocated among the other 
participants. Furthermore, the 
method of allocating such gains may 
not favor officers or highly paid em- 
ployees. 

Funds built up in a profit-sharing 
plan can be used to provide death, 
disability, and severance benefits if 
desired. They can also be used to 
provide supplementary unemploy- 
ment benefits. For example, a small 
part of the annual profit-sharing 
contribution can be earmarked to 
pay unemployment benefits. 

Few people realize that life insur- 
ance and annuities can be very use- 


‘““Where’s the one I sent you?” 


BANKING 


| ful 
£6 eit 
| pr 
| 
ti 
in | 
~ ca 
BANK-By-IAILY 
fle 
| th 
| be 
x | 
| el 
| 
a 
| 
0 
| li 
a 
| 
| 
CAN 
| | 
ave | 
| | 
| | 
lies 
| | | 
| | 
¥ 
| 
90 


ful in a profit-sharing plan. For ex- 
ample, life annuities purchased 
either before or after retirement 
provide the only mechanism by 
which a life income can be paid to 
a retired profit-sharing participant. 
While the pay-out of a profit-sharing 
trust can and should be computed 
actuarially, so the employee can es- 
timate what benefits will be avail- 
able at retirement, no guarantees 
can be made, and neither can gains 
and losses after retirement be re- 
flected in the payments. Only 
through an annuity can the employee 
be guaranteed an income no matter 
how long he lives. 


The Role of Insurance 


In the early years of a profit-shar- 
ing plan the accumulation for each 
employee will be relatively modest 
and, unless the employer has a sat- 
isfactory group insurance program 
in effect, it may be wise to use part 
of the profit-sharing fund to buy 
life insurance for the employees. 

Under Internal Revenue regula- 
tions the fund can buy a life insur- 
ance policy for any particular em- 
ployee, provided that it is not held 
beyond retirement and is converted 
to an annuity at that time. The par- 
ticilpant must pay tax each year on 
the 1-year term cost of his life in- 
surance, but this will be a small part 
of the premium. The only limit on 
the amount of insurance which may 
be purchased is that the premium 
may not exceed 50% of the partici- 
pant’s accumulated interest in the 
fund. 

In a small trust, life insurance 
may be needed to avoid having to 
liquidate securities to pay off a de- 
ceased participant. Buying a life in- 
surance policy on each participant, 
with the proceeds payable to the 
trust, may eliminate sizable invest- 
ment losses, especially if a few per- 
sons hold a major part of the fund. 
Another use for life insurance is to 
buy key-man insurance to protect 
the fund against the death of the 
men on whom the profits depend. 

When an employee leaves his job 
and his share of the profit-sharing 
fund is wholly or partially vested, 
it is usually not desirable to give 
him a lump-sum payment. This 
would defeat one purpose of the 
plan; namely, to provide retirement 
income, and there might be a temp- 
tation for hard-pressed employees to 
quit their jobs in order to get their 
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hands on the money. It is also un- 
desirable to keep a terminated em- 
ployee in the active trust since the 
fund must keep track of him and 
must credit him with his share of 
gains, losses, and trust income. 

The easiest way to provide for the 
vested benefits of a terminating em- 
ployee is to buy him a deferred 
annuity with his share of the trust. 
If the plan is abrogated, Internal 
Revenue Service rules require that 
the funds must vest in the partici- 
pants and may not revert to the em- 
ployer. It may be better at such a 
time to buy each employee an an- 
nuity rather than to pay out the 
trust assets in cash. 


WORD ABOUT 
KANSAS CITIANS 
AND 
CITY NATIONAL... 


We Kansas Citians are often world-nomads, 
Fun-wise, we’re served by 40 travel agen- 
cies and you'll likely find us on any sunny 
foreign shore. Business-wise, we’re on the 
move, too. In fact, our general economy 
gains far exceed the national average. For 
instance, retail sales are up 14%, electric 
power 8.6% and bank clearances 21.5%. 
1958 bank clearances of more than 
$23 billion placed Kansas City 9th in 
the nation! 


While profit-sharing plans are ex- 
tremely valuable for some com- 
panies, they are not a universal pan- 
acea. They cannot, for example, re- 
place a good pension plan. For many 
businesses, a profit-sharing plan, 
either alone or in combination with 
a pension plan, will boost employee 
morale and provide tax advantages 
to employees which cannot be ob- 
tained any other way. By increasing 
employee interest in the business 
they may even increase profits. How- 
ever, the optimum plan for one com- 
pany may not work at all in another, 
and competent advice should always 
be sought before embarking on a 
pension or profit-sharing program. 


City National is also “foreign-minded.” To 
best serve hundreds of commercial cus- 
tomers and our more than one thousand 
correspondent banks, our foreign banking 
department maintains direct contact with 
80 banks in 70 distant lands. City National 
services include purchase and sale of 
foreign exchange, research for new mar- 
kets, commercial letters of credit, cabled 
money transfers and many specialized 


Your Kansas City Account /s Cordially Invited 


CITY NATIONAL BANK 


and Trust Company of Kansas City, Missouri 


import-export services. 
| iva 


10TH & GRAND « KANSAS CITY 41, MISSOURI 
Established 1913 » Member Federal Deposit Insurance Corporation * Resources Over 235 Million Dollars 
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DISCOVERY OF LOSS 


Bank cannot recover, under indemnity 
bond, for loss not "discovered" within 
period set forth in bond. 


M™ suspicion of a loss does not 
necessarily constitute ‘“discov- 
ery” of the loss, said the Federal 
District Court of North Carolina, in 
denying recovery to a bank on its 
claim under a bankers blanket bond 
which limited the insurer’s liability 
to losses “discovered” prior to the 
termination of the bond. 

The insured bank merged with 
plaintiff bank, effective midnight, 
February 29, 1956, at which time 
the bond was to terminate. On that 
date, and before the merger became 
effective, an examination of the in- 
sured bank by plaintiff’s employees 
had disclosed a $1,000 discrepancy. 

While the general ledger balanced, 
total assets equaling total liabilities, 
the individual balances of the sav- 
ings account ledger cards exceeded 
the savings account entry in the 
general ledger by $1,000. Another 
check was run and again the same 
discrepancy appeared. At this point 
in the examination, the men conduct- 
ing the check were looking for a 
bookkeeping or accounting error as 
the source of the discrepancy, rather 
than an actual shortage. 

This examination of the insured 
bank’s accounts continued after the 
merger. Several days later, it de- 
veloped that a teller had embezzled 
$17,800, all during the period when 
the bond was in effect. 

The plaintiff bank, as a result of 
the merger, became entitled to the 
insured bank’s rights under the bond 
and it made claim against the bond- 
ing company for the amount of the 
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BANK LAW NEWS 


Discovery of Loss—Assessment of Bank 


Stock—Raised Checks—Other Cases 


loss. The court denied recovery, rul- 
ing that the plaintiff had failed to 
sustain the burden of proving that 
the loss had been discovered prior 
to the termination of the bond. 

To constitute a “discovery” within 
the terms of the bond, facts must 
be known at the time it is asserted 
that the discovery was made which 
would lead a reasonable person to 
assume that the shortage existed. 
“The facts must be viewed as they 
would have been by a reasonable 
person at the time discovery is as- 
serted, and not as they later ap- 
peared in the light of subsequently 
acquired knowledge. While it is not 
necessary that the exact amount or 
details of a loss be known to con- 
stitute a discovery, the mere dis- 
covery of certain facts which later 
lead to other facts which reveal the 
existence of a shortage does not nec- 
essarily constitute a discovery. 
Knowledge available to the insured 
must rise above a mere suspicion of 
loss. The fact that an investigation 
after the termination of the policy 
leads to the disclosure of an actual 
defalcation does not raise a previous 
suspicion to the level of a dis- 
covery.” 

Discrepancies in accounts fre- 
quently occur. If they are as con- 
sistent with the integrity of em- 
ployees as with their dishonesty, 
then such discrepancies do not con- 
stitute a discovery of loss, even 
though it may later be found that 
the employees were dishonest. 

It was clear to the court that on 
the date of the merger, the probabil- 
ity of a bookkeeping error was just 
as great, and perhaps more prob- 
able, than the existence of a short- 
age due to an employee’s embezzle- 


ment. Wachovia Bank & Trust Com- 
pany v. Manufacturers Casualty Ins. 
Co. (Dist. Ct., N.C.) 171 Fed. Supp. 
369. 


ASSESSMENT OF 
BANK STOCK 


West Virginia Supreme Court orders 
reduction in assessed valuation of bank 
stock for ad valorem tax purposes. 
epee assessment of bank stock 
received a going-over in a re- 
cent West Virginia Supreme Court 
of Appeals case. The decision should 
be of considerable interest to banks. 

A county tax assessor had as- 
sessed certain bank stock at 100% 
of its actual value for the purpose 
of levying an ad valorem tax there- 
on. 

The taxpaying bank contended 
that it was the victim of unlawful 
discrimination, contrary to the pro- 
visions of §1, Article X, of the West 
Virginia Constitution, because other 
species of property in the county 
had arbitrarily been assessed, for 
tax purposes, at a percentage less 
than its actual value. 

Section 1, Article X, provides, in 
part, that taxation shall be “equal 
and uniform throughout the state, 
and all property, both real and per- 
sonal, shall be taxed in proportion 
to its value to be ascertained as di- 
rected by law. No one species of 
property from which a tax may be 
collected shall be taxed higher than 
any other species of property of 
equal value.” 

The court upheld the bank’s con- 
tention, although it split 3 to 2 in 
its decision. In the course of its 
57-page opinion, the majority of the 

(CONTINUED ON PAGE 94) 
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Mr. Loan Officer — whenever you see a financial statement on which 
the INVENTORY “wants to be a loan’’— why not call in Lawrence. 
Lawrence System Warehouse Receipts enable you to convert 
inventories into prime collateral for secured loans ranging from 
$15,000 to $1,000,000 or more. 


LAWRENCE ON WAREHOUSE RECEIPTS ++ IS LIKE CERTIFIED ON CHECKS 


|AWRENCE WAREHOUSE OMPANY 


NATIONWIDE FIELD WAREHOUSING 


37 Drumm Street, San Francisco 11 
100 N. LaSalle Street, Chicago 2 * 79 Wall Street, New York S 


OFFICES IN PRINCIPAL CITIES 


July 1959 


YL 
_ Cash in banks and on hand... . $ 87,406 
: 
Dp. 
ta 
7 
er 
or 
3S 
in 
al 
e, 
r- 
n 
l- 
f 
n 
f 


have questions about 


TAXATION... 
CANADA? 


“Your Guide To Business in Canada,’’ published 
by Canada’s First Bank, includes a survey in 
laymen’s language of the major Canadian taxes 
affecting your clients’ business or personal in- 
terests in Canada. These include Federal and 
Provincial taxes, and special subsidiaries, invest- 
ment companies and oil, natural gas and minerals. 
Your Canadian-minded clients will find it “must” 
reading. 

To obtain your copy, write on your letterhead to 
our nearest U.S. office, or to the Business Devel- 
opment Department, Head Office. 


Bank or MonrTREAL 
Canada’s First Sank Coast-to- Coast 


BRANCHES IN ALL TEN PROVINCES 
District Headquarters: 
Halifax, Toronto, Winnipeg, Calgary, Vancouver 
NEW YORK: 64 Wall St. + SAN FRANCISCO: 333 California St. 
CHICAGO: Special Representative’s Office, 141 West Jackson Blvd. 


Head Office: Montreal 


750 BRANCHES IN CANADA, U.S., GREAT BRITAIN AND EUROPE e RESOURCES EXCEED $3,000,000,000 
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TUBULAR 
COIN WRAPPERS 


are easy to identify . . . distinctive colors 
for various coin denominations . . . extra 
heavy weight paper . . . easy to open 
and fill by machine or hand . . . no 
“finger-fumbling” — or loss of time 
and tempers! 


ADDED FEATURES 
Clear, clean printing « 
Easy to open by squeezing be- 
tween thumb and forefinger. 
Extra heavy Northern Kraft. 
Narrow, strong center seam. 
Packaged for convenient storage. 


A complete money-packaging line including: 
* CARTRIDGE COINTAINERS 
* WINDOW COIN WRAPPERS * CURRENCY STRAPS and BILL BANDS 


4 
STANDARD PAPER GOODS MFG. CO. 
Dept. 307 Worcester 8, Massachusetts 


Please send free samples of coin and money wrappers with descriptive litera- 
ture to: 


STANDARD | wherever money is wrapped! 


(CONTINUED FROM PAGE 92) 
court stated that the record wag 
clear that the stock of all banking 
institutions in the county was as. 
sessed, for tax purposes, at 100% 
of its true value, while all other 
property in the county was assessed 
at about 40% of actual value. 

The court stated that this scheme 
of taxation violated §1, Article xX, 
of the West Virginia Constitution 
because of the indiscriminate tax 
burden it placed upon the bank. The 
bank was being taxed higher than 
the owners of all other property in 
the county, excepting other banks, 
by “an arbitrarily unequal assess- 
ment rather than by an unequal or 
different rate. The Constitution for- 
bids this kind of discrimination as 
between the owners of property of 
equal value whether the tax gatherer 
comes at the taxpayer through the 
front door or the back door.” 

The court pointed out that it did 
not have the authority to reassess, 
That power is “by statute invested 
in the trial court and the case will 
be remanded for that purpose.” In 
re The Assessment of Shares of 
Stock of the Kanawha Valley Bank 
(W. Va., No. 10952, April 28, 1959). 


RAISED CHECKS 


Cashing bank not liable to drawee 
bank on raised check. 


FTER noting that it had not here- 
tofore passed directly upon the 
question, the Kansas Supreme Court 
recently decided that a drawee bank 
which had paid a raised check could 
not recover from the bank to which 
it had made payment. 

The payee very artfully altered 
the check by changing the date and 
raising the amount payable. The de- 
fendant bank cashed the check, en- 
dorsed and forwarded it through the 


| usual banking channels, and re- 


ceived payment from the drawee. 
When, the alteration was discov- 


| ered, the drawee reimbursed the 
| drawer and, in turn, was paid the 
| amount of its loss by the plaintiff 
| surety. The surety, subrogated to 
| the rights of the drawee, sought to 
| recover from the cashing bank. It 
| was not alleged that the cashing 
| bank had acted in bad faith or had 
| been in any way negligent. 


In denying recovery, the court 


| based its decision on §62 of the Uni- 
| form Negotiable Instruments Act 


(Kansas Gen. Stat. Anno., §52-603). 
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This section provides, in part, that 
an “acceptor, by accepting the in- 
strument, engages that he will pay 
it according to the tenor of his ac- 
ceptance.”’ 

The court stated that the statute 
meant exactly what it said because 
it is “difficult to see how a drawee 
bank which pays a raised, but other- 
wise genuine instrument, to an in- 
nocent holder can escape liability if 
any meaning is to be given the 
words ‘engages that he will pay it 
according to the tenor of his accep- 
tance.’”’ Actual payment by the 
drawee is, of course, greater than 
an acceptance. 

Some small consolation was of- 
fered by the court. It remarked that 
this conclusion “‘makes for the use- 
fulness and currency of negotiable 
paper without seriously endanger- 
ing accepted banking practices, for 
banking institutions can readily pro- 
tect themselves against liability on 
altered instruments either by quali- 
fying their acceptance or certifica- 
tion or by relying on forgery insur- 
ance and special paper which will 
make alterations obvious.’”’ Kansas 
Bankers Surety Co. v. Ford County 
State Bank (Kan.) 338 Pac. (2d) 
309. 


BRIEF NOTES ON 
SOME OTHER CASES 


Presentment for payment. Where 
neither place for payment nor ad- 
dress of maker was specified in 
promissory note, and bank sent no- 
tice by mail to maker informing 
maker that bank held note for col- 
lection, all in accordance with its 
custom and custom of local banks, 
presentment was proper; it was not 
necessary that note should be ex- 
hibited to maker at time payment 
was demanded. Batchelder v. Gran- 
ite Trust Co. (Mass.) 157 N.E. (2d) 
540. 


Joint accounts. Where savings 
account was opened in names of de- 
positor, his nephew, and nephew’s 
wife, deposit agreement, which re- 
cited that all moneys “shall belong 
to us in joint tenancy with the right 
of survivorship,” to which depositor 
affixed his fingerprints and which 
was signed by nephew and nephew’s 
wife, was sufficient to create a joint 
tenancy with right of survivorship. 
Deskovic’s Estate v. Bandera (Ill. 
App.) 157 N.E. (2d) 769. 
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Precision 


Checks designed for mechanized handling 
must be produced with standards of preci- 
sion the same as the gears and electronic 
devices that are part of the check process- 
ing equipment. 


These exacting specifications have placed 
added responsibilities on those who print 
checks...and they have established new 
demands on the manufacturer of check 
paper. 

At LaMonte we have been alert to these 
demands to insure that our Safety Paper 
will continue to provide full satisfaction to 
its users. 


LA MONTE 
TRADE-MARK 


GEORGE LAMONTE & SON ¢ NUTLEY 10, NEW JERSEY 
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BANKING NEWS 


6.8.B. Is Making Study of 
Prospective Needs of Banks 
for Officer Training 


Also Seeks to Learn Demand for 
Admission of Women Bank Officers 


The Graduate School of Banking, 
the American Bankers Association’s 
school of advanced study for bank 
Officers, is conducting a survey 
among the banks to ascertain pros- 
pective future needs for officer train- 
ing. 

Using the sampling method, Dr. 
E. Sherman Adams, director of the 
school, has sent letters of inquiry 


to banks of all sizes in all sections of 


the country. 


The Graduate School, which con- | 


ducts its classes each summer on the 
campus of Rutgers—The State Uni- 
versity of New Jersey in New Bruns- 


wick, has long had to limit its an- | 
nual enrolment to some 1,100 stu- | 
dents because of the limited facilities | 


of the university. By 1961, however, 
Rutgers will have completed a new 
dining and assembly hall that will 
make considerable extra space avail- 
able both to the university during 


its regular sessions and to The Grad- | 
uate School of Banking for its sum- | 


mer term. 

The current G.S.B. 
seeks to learn the potential demand 
for admission of women bank officers 
to the school’s advanced educational 
facilities. Heretofore, the school has 
enrolled only men students. 

Dr. Adams emphasized that the 
expansion of enrolment will not be 
accompanied by any relaxation of 
the school’s educational standards. 
“Our standards are high, and we in- 


A.B.A. News Briefs 


National Bank Loan Revisions: Two bills (H.R. 6092 and H.R. 6093) 
which would revise certain lending powers of national banks and 
otherwise amend existing national bank statutes, were vigorously 
supported by A.B.A. spokesmen before a House Banking and Cur- 
rency Subcommittee. Representing the A.B.A. position were M. 
Monroe Kimbrel, executive vice-president, First National Bank of 
Thomson, Ga., and chairman, A.B.A. Committee on Federal Legisla- 
tion, and Harry F. Harrington, president, The Boatmen’s National 
Bank of St. Louis, Mo., and chairman of the Legislative Committee of 
the A.B.A.’s National Bank Division. Details may be found in ‘‘Wash- 
ington,” starting on page 37. 


Minimum Wage Hearings: In a statement filed with the Subcom- 
mittee on Labor of the Senate Labor and Public Welfare Committee, 
the A.B.A. termed inadvisable the proposed increase in the minimum 
wage required by the Fair Labor Standards Act from $1 to $1.25 per 
hour, stating that the increase “would cause undue hardship for many 
banks, particularly the smaller ones, most of which are located out- 
side of metropolitan areas.” Further details in “Washington,” starting 
on page 37. 


Education: The American Institute of Banking held its 57th annual 
convention in Philadelphia on June 1-5 and The Graduate School of 
Banking held its 25th resident session at Rutgers—The State Uni- 
versity, New Brunswick, N. J., on June 8-20. The A.LB. convention 
story may be found on page 110 and the G.S.B.’s 1959 senior class 


survey also 


roster may be found on page 106. 


Business and Credit Outlook: Results of the semiannual survey of 
Banker Opinion of the Business and Credit Outlook, made by the 
Credit Policy Commission, is available to member banks upon request. 
It reflects cautious optimism on part of bankers. 


tend to continue to raise them wher- 
ever we find opportunities for doing 
so. We shall continue to be inter- 
ested in having banks send us only 
their best people, those with the 
greatest promise and seriousness of 
purpose.” 

Dr. Adams’ letter stated that be- 


“International Financial Developments” Study 


The Advisory Committee on Spe- 
cial Activities of the American 
Bankers Association has completed 
a study on International Financial 
Developments, which is available to 
member banks, free of charge upon 
request. 

Chairman of the Committee is 
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William A. Mitchell, president, The 
Central Trust Company, Cincinnati, 


rector of research. Requests for 


copies should be sent to Mr. Zorn at | 


12 E. 36th Street, New York 16, 
N.Y. 


fore deciding finally to expand the 
size of the school, careful study had 
been given to the matter of avoiding 
the disadvantages that sometimes 
accompany bigness in education. 
“For example,” he said, ‘we have 
done a good deal of experimenting 
with the use of small group discus- 


| sions, case studies, and electives; and 
| we plan to utilize these techniques 
| even more extensively in the future. 
| We have also strengthened our pro- 


cedures for student orientation and 


| counseling to make sure that every 


student derives maximum benefit 


i k at G.S.B.” 
and the secretary is Eugene C. Zorn, | en ee eee 


Jr., A.B.A. deputy manager and di- | 


The person who closes his mouth 
before someone else wants him to 
has passed one of the tests for sue 


| cess. 
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] Standing Committees of 
A.B. Named by President 
Ralph H. Mittendorff 


The chairmen of the seven na- 
tional committees of the American 
Institute of Banking for 1959-60 
have been named by the Institute’s 
newly elected president, Ralph H. 
Mittendorff, vice-president of the 
American Security and Trust Com- 
pany, Washington, D. C. The chair- 
men were announced on the closing 
day of the A.I.B.’s 57th Annual Con- 
vention, which met in Philadelphia 
last month. The A.I.B. is the educa- 
tional section of the American Bank- 
ers Association. 

The new committee 
(and vice-chairmen) are: 

Debate: Chairman, Harold F. 
Buker, The First National Bank, 
Chicago. Vice-chairmen—Mrs. Kay 
Harvey, American Trust Company, 
San Jose, Calif.; Everett D. Jones, 
Federal Reserve Bank of Chicago, 
Detroit; Raymond O. McDonald, Jr., 
The Exchange National Bank, Tampa, 
Fla.; and Harry M. Schoenly, Riggs 
National Bank, Washington, D. C. 

Forum and Seminar: Chairman, 
Edna Wold, Bank of California N. A., 
Seattle. 

Membership and Enrolment: 
James D. Keckley, American Fletcher 
National Bank and Trust Co., Indian- 
apolis. 

Publicity and Publications: Helen 
T. Egan, Bankers Trust Company, 
New York, N. Y. 

Public Relations: Clemens E. Metz, 
Third National Bank and Trust Co., 
Scranton, Pa. 

Public Speaking: Joseph Schmed- 
ding, Bank of America N.T. & S.A., 
San Diego. 

Women’s: Lucylle C. Farmer, 
First and Merchants National Bank, 
Richmond, Va. 


chairmen 


64 Banks Joint A.B.A. From March 
To May, F. W. Thomas Reports 


Sixty-four banks joined the Amer- 
ican Bankers Association during the 
3-month period ending May 31, ac- 
cording to Frank W. Thomas, chair- 
man of the Association’s Organiza- 
tion Committee. Mr. Thomas is 
President of the Washington Loan 
ri Banking Company, Washington, 
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Committee chairmen plan for the 37th annual convention of the National Associa- 
tion of Bank Women in Milwaukee on September 23-25. Seated, left to right, 
Regina Timmer, Marine National Exchange Bank, Milwaukee, Arrangements; Emily 
Kener, Lincoln Rochester Trust Co., Rochester, N. Y., National Publicity; Marie B. 
Loeber, Wisconsin State Bank, Milwaukee, General Convention; Catherine B. 
Cleary, First Wisconsin Trust Co., Milwaukee, Program; Lorraine R. Houkom, 
American Bank and Trust Co., Racine, Hospitality; and Florence V. Campbell, 
The Bank of Commerce, Milwaukee, Publicity. Standing, left to right, Evelyn 
Wilkinson, Farmers & Merchants Bank, Menomonee Falls, Printing; Loraine M. 
LaChapelle, Kellogg Citizens National Bank, Green Bay, Post Convention Tour; 
Arline Laedtke, First National Bank, Oshkosh, Program cochairman; Mary A. 
Ralston, First Wisconsin National Bank, Milwaukee, Entertainment; and Verna V. 
Van Uxem, West Allis (Wis.) State Bank, Registration 


Committee Named for 33rd Western Regional Trust 
Conference in San Francisco on October 15-16 


Committee members for the 33rd 
Western Regional Trust Conference, 
to be sponsored by the Trust Divi- 
sion of the American Bankers Asso- 
ciation in San Francisco, October 15- 
16, have been announced by Carlysle 
A. Bethel, Trust Division president. 
Mr. Bethel is vice-chairman of the 
board and senior trust officer of the 
Wachovia Bank and Trust Company, 
Winston-Salem, N. C. 

Hosts of the conference, which will 
be held at the St. Francis Hotel, will 
be the Associated Trust Companies 
of Central California. 

J. R. Johnson, vice-president and 
senior trust officer of the Bank of 
America N.T. & S.A., San Francisco, 
$s serving as general chairman. Other 
members of the General Committee 
are from San Francisco and include: 
David L. Anderson, vice - president 
and senior trust officer, First West- 
ern Bank and Trust Company; D. J. 


These 64 members include 39 head 
offices in 21 states, 24 branches, and 
one associate member. 

New members include the follow- 


ing recently. organized banks: 


ALABAMA: Peoples Bank of Carr- 


Barry, vice-president, The Hibernia 
Bank; Bradley B. Brown, vice-presi- 
dent and senior trust officer, Ameri- 
can Trust Company; H. G. King, 
vice-president and trust officer, Wells 
Fargo Bank; Laurence Tharp, vice- 
president and manager, Trust De- 
partment, Crocker- Anglo National 
Bank; Ralph C. Whitsett, Jr., vice- 
president and trust officer, Bank of 
California N.A., and F. B. Williams, 
vice-president, Pacific National Bank 
of San Francisco. 

The chairmen of the other stand- 
ing committees are: 

Program Committee: Bradley B. 
Brown, 

Entertainment Committee: Ralph 
C. Whitsett, Jr. 

Finance Committee: H. G. King. 

Publicity Committee: Laurence 
Tharp. 

Hotel and Registration Committee: 
David L. Anderson. 


ville, East Tallahassee; Commercial 
Bank of Ozark, Ozark. 

CoLoRADO: First State Bank of West- 
minster, Westminster. 

FLorIDA: Coral Ridge National Bank, 
Fort Lauderdale; Bank of Perrine. 


(CONTINUED ON PAGE 98) 
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New A.B.A. Members 


(CONTINUED FROM PAGE 97) 


IDAHO: Bank of Central Idaho, 
Grangeville; Pocatello National Bank, 
Pocatello. 

ILLINOIS: Bank of Edgemont, East 
St: Louis; American National Bank of 
Granite City, Granite City. 

LOUISIANA: Lakeside National Bank 
of Lake Charles, Lake Charles. 


MARYLAND: Potomac National Bank, 
Potomac. 

MASSACHUSETTS: Milton Bank & 
Trust Company, Milton; Citizens Bank 
& Trust Company, Peabody. 

MINNESOTA: Sterling State Bank, 
Austin. 

MissouRI: Farmers & Merchants 
Bank, Boliver; Blue Ridge Bank, Kan- 
sas City; Laurel Bank, Raytown. 

MONTANA: Commerce Bank & Trust 
Company, Helena. 


NEBRASKA: Central Bank, Centra] 
City; Gretna State Bank, Gretna. 

NortH Dakota: Mandan Security 
Bank, Mandan; Strasburg State Bank, 
Strasburg. 

OREGON: First National Bank of 
Roseburg, Roseburg. 

Texas: North State Bank of Amaril. 
lo, Amarillo; Lamar State Bank, Bean. 
mont; Northwest National Bank of 
Dallas, Dallas; Gulf Coast State Bank, 
Winnie. 


4 Planning Committees to 
Develop S&M Division Goals 


FOUR special planning committees 
to implement general policy and 
goals have been established by the 
executive committee of the American 
Bankers Association’s Savings and 
Mortgage Division, Division presi- 
dent Louis B. Lundborg has an- 
nounced. Mr. Lundborg is vice-presi- 
dent of the Bank of America N.T. & 
S.A., San Francisco. 

The new committees and their 
areas of activity, as outlined by Mr. 
Lundborg, are: 

Committee on Organization — to 
examine the existing organization of 
the Division and to make appropriate 
recommendations for needed 
changes. Chairman, Mr. Lundborg. 

Committee on Objectives and Prin- 
ciples—to formulate a broad, flexible 
policy statement of objectives and 
principles that will serve as a basis 
for specific Division activities in the 
near future. Chairman, Gaylord A. 
Freeman, Jr., vice-president, First 
National Bank of Chicago. 

Committee on Savings Research— 
to consider and initiate needed sav- 
ings research, with the public and 
with the banks, in respect to prob- 
lems, interests, needs, and wants as 
they apply to thrift and saving at 
banks of deposit. Chairman, Roger 
L. Currant, president, Fall River 
(Mass.) National Bank. 

Committee on Program Evaluation 
and Development—to make a com- 
prehensive review of existing Divi- 
sion services, procedures, and facili- 
ties for the purpose of effecting 
needed improvements, and to explore 
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and develop new ideas and possible 
new areas of Division activity that 
will serve the cause of saving at 
banks of deposit more vigorously 
and effectively. Chairman, Granville 
S. Morgan, vice-president, Philadel- 
phia Saving Fund Society. 

The four special planning com- 
mittees will work toward the follow- 
ing objectives, Mr. Lundborg said: 


(1) To make maximum use of ex- 
ecutive committee leadership in plan- 
ning, organizing, determining policy, 
and administering Division affairs. 

(2) To carry out a thorough study 
of existing policies and actions with 
a view to determining which should be 
expanded, contracted, reorganized, 
added, or discontinued in order to up- 
grade the Division’s efficiency and 
service. 

(3) To establish continuing liaison 
and to exchange information with 
leaders in the savings field, including 
bankers, supervisory authorities, edu- 
cators, and competitors. 

(4) To bring about greater use of 
the efforts of the Division’s operating 
committees and to make the results of 
their efforts more readily and widely 
available to member banks. 


The Oregon Mu- 
tual Savings 
Bank’s 254-coin 
banks are mount- 
ed on four 4’ x 
8’ panels. At 
right, Vice-presi- 
dent Don W. 
Prows. See story 
on page 99 


Savings 


(5) To engage in continuing re. 
search in order to keep aware of re- 
quirements of changing patterns in the 
savings and mortgage field. 

(6) In general, to make the many 
services of the Division more useful to 
more members, particularly the smaller 
banks, on a national scale. 


New York S&M Conference 


Program Being Planned 


THE 57th annual Savings and 
Mortgage Conference sponsored by 
the American Bankers Association 
will be held in New York, March 7-9, 
1960, Louis B. Lundborg, president 
of the A.B.A.’s Savings and Mort- 
gage Division, announced today. 

The National School Savings 
Forum will again be held during the 
conference, he said. Mr. Lundborg is 
vice-president of the Bank of Amer- 
ica N.T. & S.A., San Francisco. 

The conference program, Mr. 
Lundborg said, will be “dynamic, 
controversial, and constructive.” 
Speakers will include authorities on 
all aspects of savings and mortgage 
activities of interest to the banks. 
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CING 


Because of the increasing emphasis 
on saving and the expanding pros- 
pects for mortgage lending, the 1960 
conference registration is expected 
to exceed last year’s record atten- 
dance of more than 1,000 bankers, 
according to Rudolph R. Fichtel, 
AB.A. deputy manager and secre- 
tary of the Savings and Mortgage 
Division. 

The conference will be held at the 
Hotel Roosevelt. 


Over 90% of Commercial 


Banks Give Savings Service 


EXTENSIVE gains in the number 
of commercial banks which . offer 
savings services in their communi- 
ties are indicated by the results of a 
survey recently made by the Com- 
mittee on Savings and Mortgage De- 
velopment of the Savings and Mort- 
gage Division of the American 
Bankers Association. 

Committee Chairman C. Arthur 
Hemminger, who is vice-president of 
the First National Bank in St. Louis, 
reports that 224 commercial banks 
have installed savings departments 
since 1957 and that 56 additional 
banks are planning to do so. ‘While 
detailed statistics are not available, 
it is conservatively estimated that 
over 90% of commercial banks in 
the United States are now active in 
supplying savings services for the 
public,” he said. 

During the year ending December 
31, 1958, savings deposits in the na- 
tion’s commercial and mutual sav- 
ings banks increased from $87.8-bil- 
lion to $96.8-billion, representing an 
annual rate growth of $9-billion. 
Much of this, according to Mr. Hem- 
minger, appears to be the result of 
intensified promotional and sales 
activities. 

During the past two years, for 
example, more than 10,000 news- 
paper advertisements prepared by 
the Advertising Department of the 
American Bankers Association were 
used in 777 newspapers with a com- 
bined circulation of 26,000,000 reach- 
ing an estimated readership of 62,- 
000,000. 

Twenty-two hundred banks in 
3,700 communities also distributed 
more than 5,000,000 A.B.A. folders, 
booklets, and other direct advertis- 
ing pieces emphasizing the advan- 
tages of saving with a bank; and 
80% of all banks with advertising 
Programs used radio and television 
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to help them build savings deposits. 

Nearly 20% of all bank advertis- 
ing expenditures (which totaled 
$128,000,000 in 1958) was allocated 
to savings, which has been a number 
one topic of bank advertising since 
1952. 

“The Division’s Savings and Mort- 
gage Development Committee,” Mr. 
Hemminger said, “will continue its 
efforts to step up the rate of savings 
growth in the American banking sys- 
tem. Unless people save, the money 
we need to keep up with the rising 
cost of government and our mush- 
rooming industrial establishment 
will not be forthcoming without re- 
sort to disastrously inflationary 
measures.” 


1970: $125-Billion Savings 


IT was predicted by H. Christian 
Sonne, vice-chairman of the National 
Commission on Money and Credit, at 
the 39th annual conference of the 
National Association of Mutual Sav- 
ings Banks in Atlantic City, N. J., 
that $125-billion in individual and 
corporate savings will be necessary 
to finance the capital needs of con- 
sumers, business, and government in 
1970. This compares with $65-billion 
available in 1957. 

Mr. Sonne, who is also chairman 
of the board of the National Plan- 
ning Association, rejected the thesis 
that voluntary savings should be 
discouraged during slack economic 
periods. He declared that voluntary 
savings “provide the ever-increasing 
productive capital which an increas- 


The presidency of Savings Bank 
Women of New York officially changed 
hands when Elizabeth R. Clark, left, 
The Bowery Savings Bank, New York 
City, accepted the gavel from Frances 
Lange, assistant secretary, The Bronx 
Savings Bank, retiring SBW president 


ing population calls for. We should, 
therefore, both welcome and do our 
utmost to encourage savings.” 


254 Coin Bank Collection 


A LARGE, varied collection of 
254 coin banks will be made avail- 
able this fall to savings banks around 
the country by the Oregon Mutual 
Savings Bank at Portland. The bank 
has collection on display now until 
after the conclusion of the Oregon 
Centennial Exposition on September 
17. The National Association of 
Mutual Savings Banks, New York 
City, will handle requests for the 
collection. 


1958 Best Mutual Year 


FOR the mutual savings banking 
industry, 1958 was the best year in 
its nearly 150 years of history, ac- 
cording to Dr. Grover W. Ensley, 
executive vice-president of the Na- 
tional Association of Mutual Savings 
Banks. 

Dr. Ensley’s remarks were a sum- 
mary of the printed 44-page annual 
report distributed to the members 
of the association gathered in At- 
lantic City for the association’s an- 
nual conference. 

Dr. Ensley predicted that 1959 
“will be a year of both significant 
growth and relatively stable prices. 
If this expectation is realized, the 
national economy could be producing 
goods and services by the end of 
1959 at an annual rate of over $485- 
billion. Before 1960 is very old,” he 
added, “this rate should exceed $500- 
billion.” 

Dr. Ensley warned, however, that 
the immediate economic future would 
not be free of problems. He pointed 
to the “uncomfortably” high levels 
of common stock prices, possible 
labor-management disputes in basic 
industries, continued Treasury debt 
problems and the possibility of fur- 
ther Federal deficits, a worsening 
international competitive position, 
and continued unemployment in 
many areas. These problems chal- 
lenge the free competitive system 
and the “realization of our full 
economic potential.” 
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Savings Lag, Demand 
Increases, Says Bopp 


THE failure of savings to keep 
up with the growth in income will 
hobble the economy in years ahead 


if not corrected, Dr. Karl R. Bopp, 
president of the Federal Reserve 
Bank of Philadelphia, warned re- 
cently. 

He told the savings bankers that 
the rate of real earnings has in- 
creased 22% between 1951 and 1958, 
while real savings has increased only 
5% during the same period. 

“While personal savings have been 
lagging,’”’ Dr. Bopp pointed out, “the 
demands for funds have been expand- 
ing. There have been dramatic in- 


creases in the demands for funds 
in areas in which savings banks have 
traditionally been active.” He pre- 
dicted a continued increase in the 
demands for funds and urged men- 
bers of the banking fraternity to put 
aside differences and concentrate on 
meeting this need. “Many people 
seem to have forgotten that the 
country has need for all the savings 
that both the savings and commer-. 
cial bankers can persuade people to 
make,” he said. 


Housing and Mortgages 


May Construction Up 15% 


NEW construction activity in- 
creased seasonally in May. The $4.6- 
billion total of work put in place 
was 15% above May 1958 and set a 
new record for the month, according 
to preliminary estimates of the U. S. 
Departments of Commerce and La- 
bor. On a cumulative basis, expen- 
ditures of $19.7-billion for the first 
five months of 1959 also set a new 
high for this period that was 13% 
above the comparable period of 1958. 
Private construction outlays of 
$13.9 - billion were dominated by 
spending for work on new housing, 
which was 36% above the same 
period last year. 

In the public sector, total expendi- 
tures of $5.8-billion through the end 
of May 1959 were 16% over the pre- 
vious January-May high reached 
last year. Most of the public con- 
struction types contributed to this 
record-setting pace with the notable 
exception of educational building, 
which was 3% under 1958 when the 
first five months are compared. 


Loans Based on Quality 


“WHAT can you bankers do about 
the quality house?” Answer, “Every- 
thing!” This question and answer 
was given by P. I. Prentice, editor 
and publisher of House & Home at 
the annual conference of the Na- 
tional Association of Mutual Savings 
Banks. 

Editor Prentice amplified his an- 
swer with these comments: 

“If you get back of the quality 
house, the whole standard of Ameri- 
can housing can be lifted overnight. 
If you don’t get back of it, then the 
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May Housing Starts 


NEW nonfarm housing starts 
in May numbered 134,000, a de- 
crease of 3,000 from April, ac- 
cording to the U. S. Bureau of 


Labor Statistics. 

The May total, however, was 
still 24% above the May 1958 
starts figure and was the highest 
on record for the month except 
for 1950 and 1955. 


American standard of housing will 
continue to fall further and further 
behind the meteoric rise in the rest 
of the American standard of living. 
Says Harold Boeschenstein, board 
chairman of Owens-Corning Fiber- 
glas: ‘We won’t get very far selling 
quality unless the financial institu- 
tions that finance homes give more 
recognition to quality and value and 
predicate their loans on that recogni- 
tion.’ ”’ 

Mr. Prentice told the bankers that 
“the future of the quality house is in 
your hands. And with it is the future 
of the American standard of hous- 
ing. If the lenders insist on quality 
the home buyer will get quality and 
in getting quality the home buyer 
will get much more value for his 
moneéy. If the lenders don’t get back 
of quality, and reflect quality in 
their loans, and don’t predicate the 
terms of their loans on quality, the 
home buyer won’t get quality and 
the home buyer will get less for his 
money. 

“When one lender I know got sold 


Bureau officials stated that the 
130,600 private units begun in 
May represented a seasonally ad- 
justed annual rate of 1,340,000, a 
decline of 50,000 from the esti- 
mated rate of 1,390,000 for the 
preceding two months. A total 
of 572,500 dwelling units were 
placed under construction for the 
first five months of this year. 


on, adequate wiring, every builder in 
town began putting adequate wiring 
into their houses. When another 
lender I know got sold on adequate 
insulation, 20 builders erecting more 
than a thousand houses a year in his 
town began putting in adequate in- 
sulation.” 


Population Change Spurs 
Economic Expansion 


THE magnitude and character of 
population changes in prospect point 
to an era of great economic growth; 
both the size of the population and 
income per capita, may be expected 
to increase and to be reflected by 
1980 in a Gross National Product 
double that of the present, Philip M. 
Houser, director, Population Re- 
search and Training Center, Univer- 
sity of Chicago, said at the annual 
conference of the National Associa- 
tion of Mutual Savings Banks. 

Between 1950 and 1980, house- 
holds in the United States may in- 
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crease by from 25,000,000 to 32,000,- 
000, that is from a level of 43,600,000 
in 1950 to from 69,000,000 to 76,- 
000,000 by 1980, Dr. Hauser said. 
“All other things being equal then,” 
he added, “the demand for housing 
units may increase by from 58 to 
72% in this 30-year period. Most of 
this increase still remainse to be 
achieved. Between 1958 and 1980 an 
increase of from 19,000,000 to 26,- 
000,000 households may be antici- 
pated, or an increase of from 38 to 
52%. In the light of such large in- 
creases in the number of households, 
the McGraw-Hill projections of an 
average of 1,700,000 housing starts 
or more in the 1970s seems well 
within reach.” 

Dr. Hauser continued by stating 
that “it may be expected that be- 
tween 1950 and 1980 the population 
of the United States will become in- 
creasingly concentrated in a rela- 
tively small number of great stand- 
ard metropolitan areas. Some two- 
thirds of the total population, or 
165,000,000 persons, may be resident 
in over 200 areas. Moreover, within 
standard metropolitan areas popu- 
lation will become increasingly de- 
centralized, so that by 1980 suburban 
populations, with 60% of the total 
metropolitan area population, may 
greatly outnumber central city popu- 
lations. 

“Our great postwar economic ex- 


pansion is in large measure attribu- 
table to the superimposition on a 
high level civilian economy of a par- 
tially mobilized cold-war economy, in 
response to national security needs. 
In the decades which lie ahead the 
American economy must continue to 
expand, both to meet the increased 
demand of our rapidly growing pop- 
ulation and to assure national secur- 
ity. In this expansion it may be con- 
fidently expected that the demand 
for housing and construction activ- 
ity will have a prominent role.” 


Takeover by Government of 
Farm Mortgage Loans Feared 


THE farm mortgage field — the 
first large area of credit entered by 
the Federal Government — seems 
likely to be in the final phase of a 
development which could mean a 
more complete take-over by Federal 
agencies of this field, according to a 
report in a recent issue of The Mort- 
gage Banker, published by the Mort- 


‘gage Bankers Association of Amer- 


ica. 

Reason for this outlook is the con- 
tinued and highly accelerated pace 
at which the Federal Land banks are 
increasing their farm mortgage lend- 
ing. The result has been, the con- 
tinued withdrawal of private lenders, 
such as the large life insurance com- 


panies, from the field with the pros- 
pect that as many as half of those 
which remain will retire if the pres- 
ent trend continues, says the Banker 
report. 

The study was made by the asso- 
ciation’s farm loan committee headed 
by William E. Terry of Little Rock, 
chairman, and Ewart W. Goodwin, 
San Diego, committee member. 


Retirement Homes Checklist 


A SUITABLE retirement house 
should provide safe and comfortable 
living for any family—young or old 
—without major alterations, says 
the University of Illinois Small 
Homes Council in a new publication, 
“Check-List for Retirement Houses.” 

“Stairs difficult for a young adult 
may be impossible for an older per- 
son,” states the booklet. “A slippery 
walk may result in a bruise for a 
younger person; for an older person, 
a broken hip.” 

Copies of “A Check-List for Re- 
tirement Homes,” authored by H. A. 
Steinberg, are available for $1 from 
the Small Homes Council, University 
of Illinois, Urbana. 


Instalment Credit 


Credit Competition, Dental Payment Plan, Small Business Finance 


Compete 
at the Point-of-Sale 


DEALER financing is one answer 
to loan and sales finance competi- 
tion, a Kansas City banker recently 
told a bank management clinic. Sell 
the customer at the point of sale, 
Frank W. Turner, vice-president at 
Home State Bank told Kansas Bank- 
ers Association members and you’ll 
beat the competition. Most merchants 
and bankers in the same community 
are small business men with a com- 
mon interest. Don’t let the competi- 
tion team up with the man who 
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should be your partner in profit. 
Meet the competition on his own 
ground. 

“We. must,” said Mr. Turner, 
“make up our minds now to meet 
this nonbank competition. We can- 
not sit idly by and wait for a pros- 
pective customer to purchase an item 
from a local dealer on the time pay- 
ment plan, and hope he will cast 
aside all the finance plans our com- 
petition has available at the dealer, 
and wander into our bank for the 
loan to make the purchase. We must 
make our services available through 
the dealer.” 

Mr. Turner outlined other advan- 


tages of offering bank financing 
through the dealer as follows: 

(1) dealer financing provides a 
good volume of well-diversified loans 
secured by durable goods, often with 
the extra security of reserves and 
endorsements; 

(2) rates can be comparable to 
other types of lending; 

(3) dealer finance business does 
not cost a lot to acquire; advertising 
costs necessary to generate a com- 
parable volume of direct business 
would be incomparably high; 

(4) handling costs are also mini- 
mized, such as multiple interviews 
of the customer, completing of pa- 
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pers, time spent in computing the 
loan, arranging for insurance or 
closing the loan—the dealer does all 
this work; 

(5) the dealer furnishes adver- 
tising and public relations work for 
your bank; many dealers will be 
recommending your bank, and dis- 
playing your advertising, and put- 
ting you in contact with new custom- 
ers and new community members; 

(6) dealer service, warranties, and 
product guarantees all strengthen 
the sale and therefore the loan; re- 
sale facilities are there, if needed; 

(7) repeat business is likely; if 
the customer returns tothe dealer, 
he will send the new contract to your 
bank, at which the customers credit 
is already established. 


CreditUnionsAre In-Plant’; 
Banks Should Be Too 


THE credit-union threat to bank- 
ing business got special attention at 
the Kansas Bankers’ Bank Manage- 
ment Clinic. ‘“In-Plant’”’ bank serv- 
ices were posed as a-countermeasure. 
As Cyril J. Jedlicka, senior vice- 
president at City National Bank of 
Kansas City, observed in his opening 
remarks: “It is useless to compiain 
about such competition without mak- 
ing an effort to give similar service. 
The only way to combat them is to 
offer comparable service and to serve 
them—not try to out-talk them.” 
For some insight into experience and 
operations of “in-plant” bank serv- 
ices—a logical competitive offering 
to counter business- drift toward 
credit unions—see page 105. 


From the Other Side 
of the Finance Fence 


THE consumer finance industry 
can, double in the next decade, Paul 
Selby, executive vice-president, Na- 
tional Consumer Finance Associa- 
tion, told a consumer finance study 
course at the University of Michigan. 
Population expansion and economic 
gains will do it, he said, and Federal 
Reserve Board estimates that instal- 
ment credit will total $55- to $65-bil- 
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lion by 1965 are “entirely realistic.” 
He sized up the competitive lend- 
ing institutions as follows: 


While revolving credit plans of 
department stores have become in- 
creasingly common, customers often 
pay a rate equal to or substantially 
higher than small loan interest rates, 
when the minimum charge and addi- 
tions near the end of the department 
store billing period are taken into 
account. In addition, merchants may 
find these plans less attractive in the 
future because a large part of their 
operating funds are tied up in re- 
volving credit, where the rate of re- 
turn is much less than would be the 
case for money used in inventory 
and turnover of merchandise. 


Check-Credit "Risky" 


New bank plans giving customers 
a chance to write checks on credit 
are inherently risky because ‘the 
checks may be used for the purchase 
of goods, payment for services, or 
even at the race track.” For this 
reason, banks will find their risk ex- 
posure is substantially larger than 
expected. In addition, costs for con- 
ducting this type operation are 
bound to be high. 

While credit cards have soared in 
popularity, they probably have not 
taken much business from consumer 
finance companies. In general, they 
are used by traveling men who al- 
ready use credit extensively on a 
charge-it basis. 

Tax-favored and company - subsi- 
dized credit unions are meeting 
“growing reaction,” (!?!) which will 
materially limit their future growth. 

In choosing between consumer 
finances companies and the competi- 
tors, the public is becoming much 
more quality conscious. 

“Nothing we ever did in the con- 
sumer finance business has aided the 
prestige and acceptance of instal- 
ment loans like the entry of com- 
mercial banks into the loan field,” 
Mr. Selby observed. 


Trailer Payments Don't Lag 
at Colorado Bank 


“IN five years of trailer home 
financing, First National Bank of 
Pueblo reports less than 1/10 of 1% 
default on payments,” according to 
the Pueblo (Colo.) Chiefton. This 
typical experience is particularly in- 
teresting in terms of the volume and 


the huge area covered by this bank’s 
mobile home financing. First Na. 
tional now has about $4,000,000 in. 
vested in mobile homes, and is a 
major financer of trailer homes 
among banks in southern Colorado, 
It has interest in trailers all over the 
country, including Alaska. Units 
range dn price up to $13,500 with a 
5-year financing plan, 

Mobile Home Financing by Ralph 
Natale ($3) and Law of Mobile 
Homes ($14.75) by Hodes and Rober. 
son are still available from the Mo. 
bile Homes Manufacturers Associa- 
tion 20 North Wacker Drive, Chicago 
6. It was inadvertently misstated in 
these columns in May that both 
could be obtained “gratis” from the 
association. It has since been pointed 
out to us that they may be had at 
the respective prices of $3 and 
$14.75, and we pass this on to you. 


Dental Society Supports 


Painless’ Payment Plan 


A DENTAL Prepayment Plan has 
just been inaugurated by Jenkintown 
(Pa.) Bank and Trust Co., and a 
local dental society. After the dentist 
makes his estimate, completion of 
credit application and signing of 
notes takes place in his office; the 
bank makes a prompt decision on 
the note, the dentist is paid in full 
and the patient receipted before 
treatment starts. Interest rates are 
usual ones, plus life insurance 
charges, and terms are from 12-24 
months. 

This all means faster payment to 
the dentist, besides removal of the 
twin spectres of deadbeats and 
monthly billings. It also means more 
business, since the patient’s reluc- 
tance to postpone or avoid expensive 
dental care is broken down. For the 
patient it means that he can have 
the dental care he needs when he 
needs it, doesn’t have to worry about 
the embarrassment of overdue bills, 
and that valuable bank credit is built 
up almost effortlessly. 


Florida Charge Plan 


Includes Money 


ANOTHER “Instant Money” plan 
has been announced, Boynton Beach 
(Fla.) State Bank announces that 
the B.B.B. Charge Plan now includes 
a new service which permits 4 
Charge Plan member to write an 
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“Instant Money” voucher for an 
amount up to $200 which can be 
charged to his regular B.B.B. charge 
account. There is a service charge, 
and the voucher is repayable in 
monthly instalments at another serv- 
ice cost or at the end of 30 days for 
no additional charge. 


Variation on 
the Check-Credit Theme 


FIDELITY-Philadelphia Trust Co. 
announces that its new revolving 
personal credit plan, CASH-MATIC, 
has a variation on the usual theme. 
Instead of pre-fixed monthly pay- 
ments, “revolving” monthly pay- 
ments scaled by the amount in use 
are scheduled. For example: if a 
customer with a $600 line of credit 
borrows $230, his Cash-Matic scale 
of payments would be $11 a month. 
If his payments had been pre- 
scheduled in terms of his total line 
of credit, as most plans are, he would 
have monthly payments of $30 to 
meet until the $230 plus interest is 
paid off. 


Pool Finance Folders 


Available 


N ATIONAL Swimming Pool In- 
stitute is offering a folder en- 
titled “Buy Your Family a 
Swimming Pool.” The folder, suit- 
able for imprinting by banks, 
points out that many new pools 
are financed over a period of from 
three to five years, and that 
residential pool ownership’ has 
soared from 2,500 to 200,000 in 
the last decade. 


New figures show that about 
75% of builders have financing 
available. 


Bank participants in an NSPI 
survey report a default rate un- 
der 1%. 


Copies of the pamphlet are 
available through Robert  S. 
Greene, executive secretary, Na- 
tional Swimming Pool Institute, 
Harvard, Ill., along with a price 
list and order blank. 


Small Business Lending Outlined 


OVER the past few years, instal- 
ment financing of small business has 
been getting increasing amounts of 
attention from increasing numbers 
of bankers. The how-to and how- 
not-to of this kind of lending as 
practiced by Merchants National 
Bank of Boston were recently out- 
lined to an instalment credit confer- 
ence of New Hampshire bankers by 
Everett W. Smith, senior vice-presi- 
dent at Merchants. The instructive 
“bare bones” of his informative ad- 
dress follow: 

Mr. Smith first outlined the pit- 
falls of this type of lending: 

“(1) First is the fact that the credit 
problem is somewhat different 
than one the average bank 
consumer credit department is 
geared to handle. It is not 
like an automobile or equip- 
ment loan which can be made 
and then forgotten as long as 
payments are made on time 
because of the security factor 
inherent in the collateral. In 
no sense can this type of loan 
be handled mechanically. 


“(2) Secondly, the department 
should not become a deposi- 
tory for all slow and perhaps 
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marginal loans originated in 
other parts of the bank at 
earlier dates. While it can, I 
believe, successfully handle 
loans that would be too mar- 
ginal for ordinary banking pro- 
cedure, nevertheless it should 
not be allowed to become the 
collecting agent for other 
people’s mistakes.” 


Mr. Smith defined this type of loan 
as “varying in size from $5,000 to 
$50,000, to be paid back monthly or 
quarterly over a period of one to five 
years, usually with equal payments 
during the life of the loan . . . most 
frequently used to increase working 
capital or to buy equipment or ma- 
chinery with which to operate.” 

“Lack of managerial and business 
ability causes 90% of all failures,” he 
continued. “That standard question, 
what is the loan for and when and 
how will it be paid back is the start- 
ing point for the investigation .. . 

“It should preferably improve or 
at the very least enable the com- 
pany to maintain its competitive 
position. If it does not do this, the 
purpose is inadequate and the bor- 
rower will be better off if we refuse 
to make the loan. Above all, we must 


make sure that the money will not 

be used for window dressing pur- 

poses. 

“Once we have decided that the 
loan is being made for a justifiable 
purpose, the hardest part of the 
question and the one most subject to 
error is, how is it going to be repaid. 
It must be remembered that a term 
loan can only be repaid out of earn- 
ings after taxes plus cash flow from 
depreciation. This of course is in 
direct contrast to seasonal loans 
which are repaid by the liquidation 
of inventory.” 

Mr. Smith outlined a typical letter 
of agreement used-in such loans. It 
would contain: 

“(1) Acceleration and default 
clauses. These... simply state 
that if the borrower fails to 
make his principal and inter- 
est payments after a period of 
grace or if he fails to live up 
to the agreement, the entire 
loan becomes due and payable 
at once. 

Reasonable salary limitation 
on principals . . . to prevent 
milking the business. 
Agreement not to borrow or 
enter into financing arrange- 
ments accept with us. An ex- 
ception might be mortgage 
financing.” 

Written permission is required 
before the management may: 


(1) Change the character and type 

of business. 

Sell or dispose of fixed assets. 

Merge or consolidate with an- 

other firm. 

Invest in additional fixed as- 

sets beyond funds available... 

one weakness common to all 

small business is the tendency 

to continually invest in fixed 

assets to the great detriment 

of their working capital posi- 

tion.” 

“We ask them to make the follow- 

ing reports: 

(1) Audited annual statement (if 
possible). 

(2) Quarterly statements by book- 
keeper. 


(4) 
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(3) The following monthly informa- 
tion by the tenth of the follow- 
ing month: aging of the receiv- 
ables; aging of the payables; 
book inventory; monthly sales. 

“In addition, we take the following 
information from our records: cash; 
notes payable. 
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“We sometimes require that the 
stock be held in escrow for us if it 
is a small, closely-held corporation. 
In addition, we expect the principal 
to endorse the note or guarantee the 
loan. 

“We make considerable use of 
Robert Morris Statement Studies. 


OCTOBER 
SMTWTFS 
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Comparing the borrower’s ratios 
with the average for the particular 
industry serves a twofold purpose, 
It gives us warning that he may he 
getting out of line in some part of 
his operation. It gives a standar 
with which it is difficult for the bor. 
rower to argue.” 


NOVEMBER DECEMBER 
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June 


Oct. 
Oct. 
Nov. 


Nov. 


1960 


Mar. 


2 
9 
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American Bankers Association 


29- 


July 1 


15-16 
25-28 
5- 6 
9-10 


Committee on Savings Management and 
Operations, Including Committee on 
Electronics, Savings and Mortgage Di- 
vision, Skytop Lodge, Skytop, Pa. 

Western Regional Trust Conference, St. 
Francis Hotel, San Francisco 

= Annual Convention, Miami Beach, 


a. 

28th Mid-Continent Trust Conference, 
Statler Hotel, Detroit, Mich. 

8th Annual National Agricultural Credit 
Conference, Netherland-Hilton Hotel, 
Cincinnati, Ohio 

57th Annual Savings and Mortgage Con- 
ference and National School Savings 
Forum, Hotel Roosevelt, New York 


State Associations 


Western Secretaries Conference, Glacier 
National Park, Mont. 

West Virginia, The Greenbrier Hotel, 
White Sulphur Springs 

Central States Conference, Stanley Ho- 
tel, Estes Park, Colo. 

Colo. School of Banking, Univ. of Colo., 
Boulder 

Ala. Bank Study Conference, University 
of Ala., Montgomery 

Ill. 14th Annual Trust Develop. School, 
Chicago Campus, Northwestern Univ. 

Ill. 7th Annual School for Develop. of 
Jr. Exec., Southern Ill. Univ., Carbon- 
dale 

Maine Savings Banks, The Balsams, 
Dixville Notch, N. H. 

Massachusetts Savings Banks, Went- 
worth-By-The-Sea, Portsmouth, N. H. 

Connecticut Savings Banks, The Green- 
brier Hotel, White Sulphur Springs, 
W. Va. 

Nebraska, Sheraton Fontenelle Hotel, 
Omaha 

New Hampshire (Fall Meeting), Moun- 
tain View House, Whitefield 


Nov. 


345 6 


1 
8 
5 


New York Savings Banks, S. S. Nieuw 
Amsterdam, Cruise to Bermuda 

Kentucky, Brown Hotel, Louisville 

Iowa, Fort Des Moines Hotel, Des 
Moines 

Arizona, Biltmore Hotel, Phoenix 

Southern Secretaries Conference, Grand 
Hotel, Point Clear, Ala. 

Eastern Secretaries Conference, Wal- 
dorf-Astoria, New York 


Other Organizations 


NABAC School for Bank Auditors and 
Comptrollers, Univ. of Wis. 

Mortgage Bankers Association School of 
Mortgage Banking, Course I, Stan- 
ford Univ., Stanford, Calif. 

Mortgage Bankers Association School of 
Mortgage Banking, Course II, Stan- 
ford Univ., Stanford, Calif. 

CBA School of Consumer Banking, Univ. 
of Va., Charlottesville 

NABAC 35th Annual Convention, Stat- 
ler Hotel, Boston, Mass. 

46th Annual Convention, Mortgage 
Bankers Assn., Hotel Commodore, New 
York City 

Annual Convention, National Associa- 
tion of Bank Women, Milwaukee, Wis. 

Robert Morris Associates, Annual Fall 
Conference, Edgewater Beach Hotel, 
Chicago, Ill 

1959 International) Systems Meeting, 
Systems and Procedures Assn. of 
America, Royal York Hotel, Toronto, 
Canada 

Consumer Bankers Association 39th 
Annual Convention, Warwick Hotel, 
Philadelphia 

National Association of Supervisors of 
State Banks, 58th Convention, Diplo- 
mat Hotel and Country Club, Holly- 
wood-By-The-Sea, Florida 

Financial Public Relations Association, 
Americana Hotel, Bal Harbour, Fla. 


All banking associations are invited to send in dates of their forthcoming meetings for this calendar. 
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Answer To Credit Unions: 


The Same Services 


On the Same Premises 


MARGUERITE A. BECK 


A quote from a quote: “From a recent issue of a credit union publication: 
‘The banking and finance industry, especially in the field of instalment 
lending, is bound by tradition with self-imposed rules and regulations .. . 
Credit unions are the most flexible mechanism available for people today in 
the savings and lending industry.’ This challenge cannot go unanswered, 
for unless commercial banking can originate a formula and technique of 
counter attack, we may forfeit a substantial portion of our savings and 
of our instalment loans to the credit union movement.”—Cyril Jedlicka, 
senior vice-president, City National Bank of Kansas City, to a Kansas 
Bankers Association Business Management Seminar. 


Long Island Rail Road Company 

in New York have had a com- 
pany-administered association which 
provides savings accounts, personal 
and mortgage loans on a payroll de- 
duction basis. 

In January 1959, a plan for sav- 
ings and loan payments through 
payroll deduction to Chemical Corn 
Exchange Bank was initiated. About 
1,000 employees, many of whom 
transferred accounts from the com- 
pany association, have signed up. 
The railroad makes deductions from 
salaries for savings and loan pay- 
ments. Loan applications must be 
completed at the bank. Some em- 
ployees subsequently opened check- 
ing accounts and mortgage loans 
with the bank. This is answering the 
credit union situation with “deeds 
and not words’—offering the same 
services on the same premises and 
eliminating as much work as pos- 
sible for employer and employee. 

Unlike the Long Island Rail Road 
plan, most “in-plant” services in- 
clude, filing of both loan and savings 
applications through the employer. 
A personnel or payroll department 
employee handles applications and 
forwards them to the bank. This 
puts a burden on the employer, but 


Fu many years, employees of the 
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greatly services those employees 
who can’t get to the bank during 
banking hours. 

Another large New York bank, 
however, feels this way about it: 


“Some one of our branches is near 
enough to just about every office and 
plant in our city to make initial ap- 
plication at one of our offices con- 
venient for employees. Since the extra 
bookkeeping burden seems to be the 
largest employer objection to partici- 
pation in such plans, and since our 
bank has at every branch personnel 
trained for just this one purpose of 
evaluating and completing loan ap- 
plications, we feel that loan applica- 
tion at our office and payroll deduction 
following this for loan payments is the 
best course to follow. We also don’t 
like our loan forms to be in the hands 
of people who are not directly respon- 
sible to us. We prefer to be the 
banker entirely.” 


Mellon National Bank and Trust 
Company, Pittsburgh, does it an- 
other way. In this bank’s plan, the 
employer names an administrator, 
who gives the employee the neces- 
sary forms, which the employee then 
completes and mails directly to Mel- 
lon. No other member of the em- 
ployee’s firm ever sees the completed 
forms. Savings and checking ac- 
counts are offered, and personal, 


home improvement, and mortgage 
loans. Most loans are granted with- 
in 24 hours. Mortgage loans require 
the employee to put in an appear- 
ance at the bank. 

“In-plant”’ and payroll deduction 
plans are generally offered to large 
firms with stable employment situ- 
ations. -Rapid turnover means con- 
fused’ bookkeeping and many ac- 
count openings and closings. 

Explaining away employer and 
union objections may be a problem. 
Employers don’t like the extra book- 
keeping involved. No matter how 
easy the bank tries to make either 
loan or savings applications for the 
employer, payroll deduction means 
extra record space and either extra 
employees or extra time from the 
present staff. Some businessmen feel 
that one or two more deductions on 
a paycheck make it look smaller, and 
though “take-home” pay includes 
the amount before the loan or sav- 
ings deduction, employees forget 
this, and behave accordingly. 


Unions Make 
Employers Hesitate 


Some unions claim this gives the 
employer unwarranted control over 
his employees’ financial affairs. At 
the very least, it tells him about his 
employees’ private financial dealings. 
Certain things are felt to be true— 
most employees are less likely to go 
to a personnel department than to 
a banker for loan applications, al- 
though under any “in-plant” plan 
the employee is free to do either. 

Employers sometimes feel that 
any payroll deduction system gives 
the union just one more thing to 
bargain around. One national firm 
with New York headquarters has 
had a loan and savings plan that 
was discussed and modified openly 
25 years ago. Not so today, when 
union activity must be considered. 

The business to be gained, and the 
business to be saved by selling an 
employer this sort of service, par- 
ticularly before a credit union even 
comes into being, makes solving 
these sales problems a worthy ob- 
jective. Once more, to quote Mr. 
Jedlicka: ‘‘.. . such a plan, properly 
worked out and properly presented 
to top management of large local 
concerns, will go a long way in com- 
peting against the rapid growth of 
credit unions into new plants and or- 
ganizations. It is useless to com- 
plain . . . without making an effort 
to give similar service.” 
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"59ers Mark G.S.B.’s 25th Session 


Banking reached its silver anni- 

versary on June 20 when the 
Class of ’59 joined the swelling ranks 
of G.S.B. alumni. More than a thou- 
sand bank officers attended this 
year’s 2-week summer session at 
Rutgers University in New Bruns- 
wick, N. J. They worked under the 
guidance of more than 100 leading 
bankers, lawyers, Government offi- 
cials, and educators. 

The 3-year course provides ad- 
vanced education in the history, 
theory, and economics of banking. It 
is designed to present a background 
that will aid bank officers in making 
on-the-job policy and administrative 
decisions. 

Daytime classes and discussion 
groups are conducted in the three 
major courses: commercial banking; 


Te A.B.A. Graduate School of 


G.S.B. breakfast of money “a la carte” 
is served once a week by Brinks, Inc., 
for those with negotiable “cartes” 


Casual clothes and 
serious discussions 
are a typical com- 
bination as in this 
mid-morning break 
for “Trust” majors 


trusts; and savings management and 
real estate financing. Evening ses- 
sions include a class in the eco- 
nomics of banking and business, re- 
quired of all students; submajor 
courses; and seminars. 

The requirements for graduation 
include attendance at three summer 
sessions, two years of extension 
study at home, and writing an ac- 
ceptable thesis based on original re- 
search in some phase of banking. 


SPEAKER CALLS FOREIGN 
TRADE FINANCING A MUST 


HIGHLIGHT of the silver anniver- 
sary session of The Graduate 
School of Banking was the Harold 
Stonier Memorial Address delivered 
by Maurice Megrah, secretary (re- 
tired) of the British Institute of 
Bankers. This address, inaugurated 
last year, is in commemoration of 
the many contributions of the 
founder of the G.S.B. : 
Mr. Megrah called attention to the 


growing importance of foreign trade 
pointing out that it is governed by 
wider considerations than apply to 
domestic banking. He warned that 
knowledge of the techniques must 
grow in advance of the volume of 
trade or the country may find itself 
caught short. 


Maurice Megrah follows the pattern of 
informality at G.S.B.’s second annual 
Harold Stonier Memorial Address 


Members of the Senior Class 


ALABAMA 


CONNECTICUT 


BaRAN, MarRIon M., State Banking Department, Hartford 


BurCH, SANFoRD B., Merchants National Bank, Mobile 

Crow, JAMEs §S., JR., First National Bank, Birmingham 
MusGRoveE, Maury G., First National Bank, Birmingham 

SMITH, ALBERT D., Birmingham Trust National Bank, Birmingham 
WiatTt, Francis C., Merchants National Bank, Mobile 


ARKANSAS 
WILLIAMS, AUBREY F., Worthen Bank and Trust Co., Little Rock 


CALIFORNIA 


BERITZHOFF, SIGMUND E., American Trust Company, San Jose 

Brapy, WILLIAM M., Crocker-Anglo National Bank, San Francisco 

Curtis, Eart H., Security-First National Bank, Los Angeles 

Hauser, RoBert E., Citizens National Bank, Los Angeles 

HYNNE, JAMES W., Long Beach National Bank, Long Beach 

McLEAN, JoHN D., Citizens National Bank, Los Angeles 

MILLER, ALAN R., Federal Deposit Insurance Corp., San Francisco 

OrTH, Frep S., Bank of America N.T. & S.A., San Francisco 

PARKER, Harry E., Jr., First National Trust and Savings Bank, 
San Diego 

RACHFORD, CHARLES L., Bank of America N.T. & S.A., Culver City 

VAN DER ZEE, JOHN R., California Bank, Los Angeles 


COLORADO 


WHITEMAN, DONOVAN M., Denver United States National Bank, 
Denver 
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EpDEN, RoBert A., Society for Savings, Hartford ; 

EGLEE, DoNALD R., First National Bank and Trust Company, New 
Haven 

FEENEY, FRANCIS P., Dime Savings Bank, Wallingford : 

FULTON, CLIFFORD W., Bristol Bank & Trust Company, Bristol 

GRAHAM, MALCOLM, National Bank & Trust Company of Fairfield 
County, Old Greenwich 

Hower, WALLACE H., Colonial Trust Company, Waterbury 

Hyer, WALTER T., Hartford National Bank & Trust Company, 
Hartford 

JOHANESSEN, SEVERN T., Dime Savings Bank, Norwich 

KRUEGER, ARTHUR G., Waterbury Savings Bank, Waterbury |. 

LuTKus, JOSEPH F., The New Britain National Bank, New Britain 

MONAHAN, RAYMOND J., Connecticut Bank and Trust Company, 
Hartford 

NORDSTROM, WALTER E., Society for Savings, Hartford 

RoHDE, ARTHUR M., Meriden Savings Bank, Meriden 

STOCKWELL, CARL V., JR., Groton Bank & Trust Company, Groton 


DELAWARE 


Buckson, H. Irvinc, Delaware Trust Company, Dover 

Connor, MarRK F., Bank of Delaware, Wilmington 

Foster, F. Perry, Bank of Delaware, Wilmington 

KELso, JOHN F., Wilmington Trust Company, Wilmington 

SmitH, NoRMAN S., Wilmington Trust Company, Claymont 

TASHJIAN, LEE C., Farmers Bank of the State of Delaware, 
Wilmington 
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DISTRICT OF COLUMBIA 


Davis, CLIFFORD A., Board of Governors of the Federal Reserve 
System 

fur, JoHn J., Board of Governors of the Federal Reserve System 

KENDRICK, RosBert E., Jr., Bank of Commerce 

KIMMEL, EARLE S., National Savings and Trust Company 

MITCHELL, EDWARD A., JR., Riggs National Bank 

STEWART, ALEXANDER M., First National Bank 

SumTER, JOHN E., JR., American Security & Trust Company 

WHITE, WALKER, JR., Board of Governors of the Federal Reserve 


System 
FLORIDA 


BEADLE, CLIFFORD M., First National Bank, Miami 

BowDEN, HILMAN F., Hillsboro State Bank, Plant City 

Brooks, MARVIN H., JrR., Peoples Bank of Lakeland, Lakeland 

FREEMAN, WILLIAM G., 2ND, Exchange National Bank, Winter 
Haven 

HumpHrReEss, ToM N., Tallahassee Bank and Trust Company, 


Tallahassee 
GEORGIA 


ALLISON, HuGH B., First National Bank, Atlanta 

Boyer, RAYMOND A., Trust Company of Georgia, Atlanta 

HILL, FRANK R., JR., Citizens & Southern National Bank, Savannah 

0 JOHN H., JR., First National Bank & Trust Company, 
acon 

LYNAH, SAVAGE H., Savannah Bank & Trust Company, Savannah 

THOMPSON, CHARLES B., Fulton National Bank, Atlanta 


ILLINOIS 


Fe_tes, ARTHUR W., Harris Trust & Savings Bank, Chicago 

MACINTIRE, STUART C., Continental Illinois National Bank and 
Trust Company, Chicago 

NEWPORT, WILLIAM T., Federal Reserve Bank, Chicago 

PaLLUCK, RUDOLPH E., First National Bank, Chicago 

PULLMAN, FREDERICK C., Northern Trust Company, Chicago 

WILKING, H. RICHARD, First National Bank, Chicago 


INDIANA 


BECKERICH, ROBERT J., Fidelity Bank & Trust Co., Indianapolis 

KEecert, JOHN A., First National Bank, Mishawaka 

MiLLts, RoBertT G., Lincoln National Bank and Trust Company, 
Fort Wayne 

QuirK, THOMAS E., Fort Wayne National Bank, Fort Wayne 


IOWA 


FincH, LINDLEY, State Bank of Des Moines, Dés Moines 
MacoMBER, J. LOCKE, Valley Bank and Trust Company, Des Moines 


KANSAS 


Britton, Roy P., Citizens State Bank, Ellsworth 
LEwIs, JOSEPH G., Bank of Commerce, Chanute 


KENTUCKY 


pase”, JULIAN B., First National Bank & Trust Company, Lexing- 
on 
IOINDEXTER, C. W., Citizens Fidelity Bank & Trust Company, 


Louisville 
LOUISIANA 


WHITE, JOSEPH C., National Bank of Commerce, New Orleans 


MAINE 


GOLDTHWAIT, SHELDON F., Bar Harbor Banking & Trust Com- 
pany, Bar Harbor 

LAVOIE, Roger J., First National Bank, Lewiston 

MULLEN, EARLON I., Eastern Trust and Banking Company, Bangor 

Orr, JaMes H. L., Jr., Canal National Bank, Portland 

SouLE, ErRwIN S., First National Bank, Bar Harbor 

WISEMAN, GOODWIN W., Merrill Trust Company, Bangor 


MARYLAND 


Bonp, BERNARD R., Union Trust Company, Baltimore 

Hancock, CHARLES W., Union Trust Company, Baltimore 
JACKSON, CARROLL S., First National Bank, Baltimore 

MOSNER, JOHN H., JR., Pikesville-Peoples Bank, Pikesville 
ROULETTE, JOHN J., Sharpsburg Bank of Washington County, 


Sharpsburg 
MASSACHUSETTS 


AUDETTE, HomER J., Guaranty Bank & Trust Company, Worcester 

BALDWIN, MILTON E., JR., Farmers and Mechanics Savings Bank, 
Framingham 

Barry, JOSEPH J., JR., National Mahaiwe Bank, Great Barrington 

oo THOMAS H., First Safe Deposit National Bank, New 

or 

BLAKE, DoNALD A., Merchants National Bank, Boston 

Botza, Ropert H., City Savings Bank, Pittsfield 

Bower, Rocer N., Lawrence Savings Bank, Lawrence 

BUTLER, CHARLES W., Winchester Trust Company, Winchester 

CHAMBERLIN, FLETCHER C., New England Trust Company, Boston 

Correy, JAMES H., Third National Bank & Trust Co., Springfield 

Day, Rogert S., Woronoco Savings Bank, Westfield 

EWELL, JOHN W., First National Bank, Boston 

Fercuson, GARDNER C., First National Bank, Boston 

Fisher, JOHN N., Cambridge Trust Company, Cambridge 

FORSMAN, RALPH R., North Avenue Savings Bank, Cambridge 
\OSTER, ROBERT M., Arlington Trust Company, Lawrence 

yard JOHN R., Benjamin Franklin Savings Bank, Franklin 
lg ne A., Great Barrington Savings Bank, Great Bar- 

Hanwoon, BARTLETT, JR., Old Colony Trust Company, Boston 
EATH, FRANK R., JR., Worcester Five Cents Savings Bank, 
Worcester 

7 ARTHUR R., Worcester County Trust Company, South- 

HENDERSON, KENNETH V., South Shore National Bank, Quincy 
OYLE, LUTHER M., JR., Federal Reserve Bank, Boston 
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KEENE, ERNEsT S., First National Bank, Gardner 

KinG, Gorpon J., Palmer Savings Bank, Palmer 

Knapp, ARTHUR W., Westfield Savings Bank, Westfield 

LINDBERG, FRANCIS C., Norfolk County Trust Company, Brookline 

MANSMANN, RoBert E., First’ National Bank, Boston 

— GEoRGE P., Cape Cod Five Cents Savings Bank, Harwich 
ort 

MARSHALL, WILLIAM B., Provident Institution for Savings, Boston 

Proctor, Howarp F., First National Bank, Ipswich 

ROCHESTER, NORMAN M., United States Trust Company, Boston 

RODENHIZER, Howarp K., Ludlow Savings Bank, Ludlow 

RUPERT, IRWIN W., Institution for Savings in Roxbury, Boston 

SropDARD, Morris F., Jr., New England Trust Company, Boston 

THAYER, JARVIS M., JR., Federal Reserve Bank, Boston 

ZAWACKI, MATTHEW A., First National Bank, Easthampton 


MICHIGAN 


ARMSTRONG, GRANT E., Manufacturers National Bank, Detroit 
RAZENBERG, JAMES E., Industrial State Bank, Kalamazoo 


MINNESOTA 


ASPLIN, EpwarD W., Northwestern National Bank, Minneapolis 

FROEHLE, OWEN H., American National Bank, St. Paul 

GisvoLp, LEONARD P., Northwestern National Bank, Minneapolis 

HEIMBACH, ALBERT H., Farmers & Mechanics Savings Bank, Min- 
neapolis 

TURNBLOM, Epwarp C., Fidelity State Bank, Minneapolis 

YOUNGHANS, WALTER A., First Security State Bank, St. Paul 


MISSISSIPPI 


CLARK, JULIAN L., Deposit Guaranty Bank & Trust Company, 


Jackson 
MISSOURI 


GREEN, HERBERT W., Mercantile Trust Company, St. Louis 


MONTANA 


Moore, CHARLES P., Great Falls National Bank, Great Falls 


NEW HAMPSHIRE 


JOHNSON, KENNETH R., Keene National Bank, Keene 

MIXER, RoBerT L., Concord National Bank, Concord 

PuTrNEY, JOHN S., Mechanicks National Bank, Concord 
RAWLINGS, RAYMOND W., Merchants National Bank, Manchester 


NEW JERSEY 


Brain, Dow, County Bank & Trust Company, Little Falls 

BRINTON, S. JERVIS, JR., National Newark & Essex Banking Com- 
pany, Newark 

Brower, RAYMOND E., Edgewater National Bank, Edgewater 

CaRR, WALLACE G., JR., North Jersey Trust Company, Ridgewood 

CLARK, Stuart A., Fidelity Union Trust Company, Newark 

DAVENPORT, CHARLES H., Comptroller of the Currency Office, 
Audubon 

DRAKE, G. Emery, Bound Brook Trust Company, Bound Brook 

FELLOWS, STEPHEN D., Fidelity Union Trust Company, Newark 

GuRNEY, E. FLoyp, New Jersey Bank and Trust Company, Pater- 
son 

HENRY, Ropert A., First National Bank of Somerset County, 
Somerville 

HertTTuA, OLIVER F., Hillside National Bank, Hillside 

Lorp, ELLSwortH T., New Jersey Bank and Trust Company, 
Paterson 

LOTHIAN, RICHARD, Somerville Trust Company, Somerville 

Nog, Harry D., First National Bank & Trust Company, East 
Newark 

PostTHUMUS, BRYANT N., Boardwalk National Bank, Atlantic City 

READEAU, JOSEPH H., Guarantee Bank and Trust Company, At- 
lantic City 

as hese J., First National Bank & Trust Company, Bloom- 
ngdale 

SCHWEIKERT, EDWARD, Howard Savings Institution, Newark 

SJAARDEMA, FRANK F., First National Bank & Trust Company, 
Paterson 

STUBAUS, LAWRENCE E., Hudson City Savings Bank, Jersey City 

THORN, Lewis K., Jr., Trenton Trust Company, Trenton 

Weper, Frep C., Plainfield Trust Company, Plainfield 


NEW MEXICO 
STEIN, WILLIAM C., First National Bank, Albuquerque 


NEW YORK 


BANGERT, GEORGE H., Jr., Manufacturers and Traders Trust Com- 
pany, Buffalo 

BERGMANN, HENRY E., Grace National Bank, New York 

BILDER, GEORGE H., Federal Deposit Insurance Corp., New York 

BLacK, DoNALD H., Bankers Trust Company, Brooklyn 

Boain, MILTon, The Hanover Bank, New York 

BonpD, JULIAN M., East River Savings Bank, New York 

BoongE, FRANK F., County Trust Company, Yonkers 

BosHart, JAMEs S., Jr., Franklin National Bank, Farmingdale 

Boye, Rosert H., Dollar Savings Bank, New York 

BRENNAN, RICHARD P., Marine Trust Company of Western New 
York, Buffalo 

ie Roy F., Manufacturers and Traders Trust Company, 

uffalo 

CAMERON, Dort A., Lincoln Rochester Trust Company, Rochester 

CARROLL, EDWIN W., Federal Reserve Bank, New York 

CAVANAUGH, WALTER A., The Hanover Bank, New York 

COLEMAN, GEORGE A., National Commercial Bank & Trust Com- 
pany, Ravena 

Conpbon, Davip J., County Trust Company, Hartsdale 

CoNLEY, HAROLD F., Manufacturers Trust Company, New York 

CoNNERS, C. RONALD, Bank of Buffalo, Buffalo 

CONNOLLY, RICHARD C., Long Island Trust Company, Garden City 

DANKO, JOHN, Central Savings Bank, New York 

DEAN, MANLIFF M., Chase Manhattan Bank, New York 

DIANIS, WALTER J., Home Savings Bank, White Plains 

Doig, ANDREW T., County Trust Company, White Plains 

EICHLER, THOMAS J., Bankers Trust Company, New York 


(CONTINUED ON PAGE 108) 
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(CONTINUED FROM PAGE 107) 


Faass, Lewis C., Marine Midland Trust Company of the Mohawk 
Valley, Utica 
FarRLEY, EDWARD A., Jr., Manufacturers Trust Company, New York 
Nee KENNETH E., First National City Trust Company, New 
Yor 
FryaTT, JAMES A., Chase Manhattan Bank, New York 
GoETz, JOSEPH G., First National City Bank, New York 
GREENE, RICHARD D., Greater New York Savings Bank, Brooklyn 
GRONWALL, Eric H., Franklin National Bank, Levittown 
Harpy, Cosmo F., National Bank of Westchester, White Plains 
Hassett, THomas J., Bushwick Savings Bank, Brooklyn 
Hayes, Gorpon M., Hayes National Bank, Clinton 
HEILSHORN, JOHN W., New York Trust Company, New York 
HEMINGWAY, BRADLEY, East Brooklyn Savings Bank, Brooklyn 
HENZE, CLiFForRD A., Kingston Savings Bank, Kingston 
= GrEorGE C., Bank of America (International), New 
Yor 
HOLLING, ERNEST W., East River Savings Bank, New York 
Kitroy, JOHN D., American Irving Savings Bank, New York 
KREIDER, LAWRENCE E., American Bankers Association, New York 
Kuravu, Ropert J., Grace National Bank, New York 
LAFRENTZ, ROBERT J., Seamen’s Bank for Savings, New York 
Lyon, Rocer A., Chase Manhattan Bank, New York 
McBrive, Peter J., Bankers Trust Company, New York 
McC.Loat, ALLEN J., Peninsula National Bank, Cedarhurst 
MALCOLM, WILLIAM C., Yonkers Savings Bank, Yonkers 
al JosEPH A., J. Henry Schroder Banking Company, New 
Yor 
MEEHAN, GERARD T., County Trust Company, White Plains 
— WiLsur A., National Commercial Bank & Trust Company, 
udson 
MOLLER, RALPH A., Bowery Savings Bank, New York 
Moore, Le Roy, Jr., Albany Savings Bank, Albany 
MurpHy, Epwarp A., Jr., The Hanover Bank, New York 
NELSON, EpwarpD L., Union Square Savings Bank, New York 
— CLAYTON M., Chemical Corn Exchange Bank, New 
or 
O’Hara, JAMES C., New York Trust Company, New York 
OSWALD, FREDERICK W., Manufacturers Trust Company, New York 
PaGE, PAUL E., Syracuse 
PELL, JOHN A., Chase Manhattan Bank, New York 
PENNELL, EDWARD H., Bankers Trust Company, New York 
PIERREPONT, DONALD S., Lincoln Rochester Trust Company, Geneva 
Purpy, ALAN B., Chemical Corn Exchange Bank, New York 
Ray, FREDERICK G., Chappaqua National Bank, Chappaqua 
REYNOLDS, JOHN J., First National City Bank, New York 
— DONALD D., Oneida National Bank and Trust Company, 
tica 
RIvers, THOMAS E., Jr., Chase Manhattan Bank, New York 
RocGers, KENNETH T., Long Island Trust Company, Garden City 
RYAN, Patrick J., Security National Bank, Huntington 
SCHNEIDER, RoBert T., Marine Midland Trust Company, New York 
SLATTERY, RAYMOND M., Empire City Savings Bank, New York 
SmiTH, Homer F., Seamen’s Bank for Savings, New York 
SmitrH, Howarp E., Exchange National Bank, Olean 
SNYDER, RoBert T., Chemical Corn Exchange Bank, New York 
SoTtH, WILLIAM H., Bowery Savings Bank, New York 
SporrorD, GAVIN, The Hanover Bank, New York 
SUNDBERG, WALTER C., Chemical Corn Exchange Bank, New York 
THOMAN, ROBERT C., Federal Reserve Bank, New York 
THRALL, THERON R., Lincoln National Bank and Trust Company, 
Syracuse 
TRAINOR, JAMES J., Greater New York Savings Bank, Brooklyn 
woe THomAsS F., First National City Trust Company, New 
or 
WARFIELD, Howarp C., Jr., Marine Midland Trust Company of 
Southern New York, Cortland 
WHITE, HENRY M.,.JR., Bank of New York, New York 
WILLIAMS, Harry B., Harlem Savings Bank, New York 


NORTH CAROLINA 


Davis, CEcIL W., Jr., American Commercial Bank, Charlotte 

FOoRLINES, JOHN A., JR., Bank of Granite, Granite Falls 

FUNDERBURG, ILON O., Mechanics and Farmers Bank, Durham 

GULLEDGE, SIDNEY L., Jr., Wachovia Bank and Trust Company, 
Winston-Salem 

Hunt, SAMUEL H., State Trust Company, Hendersonville 

HunNTER, Ernest B., Jr., Union National Bank, Charlotte 

JONES, JOHN M., Jr., Security National Bank, Raleigh 

KRUEGER, FRED C., JR., Federal Reserve Bank, Charlotte 

MILEs, WILLIAM P., Citizens National Bank, Durham 

PASCHAL, RICHARD, Hood System Industrial Bank, Reidsville 

PATTERSON, GORDON, First-Citizens Bank & Trust Company, 
Raleigh 

WALLACE, JOHN C., Bank of Montgomery, Troy 


OHIO 


CAMILLI, JOHN P., First National Bank and Trust Company, Lima 
—"-Y HAROLD L., Jr., Fifth Third Union Trust Company, Cin- 
cinna 

HOUGENDOBLER, LAWRENCE J., Coshocton National Bank, Coshocton 

Lewis, JAMES H., Central Trust Company, Cincinnati 

sa 7 CHARLES M., First National Bank & Trust Company, 
ima 

—. HAROLD W., Third National Bank and Trust Company, 
ayton 

TATAKIS, JOHN T., National City Bank, Cleveland 

TAYLOR, WILLIAM F., Jr., Central National Bank, Cleveland 


OKLAHOMA 


Bryan, Bos R., Bank of Mid-America Savings and Trust Com. 
pany, Oklahoma City 

KELLEY, VERNON D., Stock Yards Bank, Oklahoma City 

LANFORD, ANDREW J., First National Bank and Trust Company, 


Tulsa 
PENNSYLVANIA 


ANDERSON, WILSON D., First Pennsylvania Banking and Trust 
Company, Philadelphia 

Barry, JOHN E., Lancaster County National Bank, Lancaster 

BIECHLER, JOHN R., Conestoga National Bank, Lancaster 

BINGHAM, JOHN W., Merchants and Manufacturers National 
Bank, Sharon 
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Brown, Stuart H., Girard Trust Corn Exchange Bank, Philadel- 
hia 

CuLaeer, SAMUEL J., JR., Federal Reserve Bank, Philadelphia 

DRAKE, Evan W., Fidelity-Philadelphia Trust Company, Philadel- 


phia 
Fox, WALTER R., Wilkes-Barre Deposit & Savings Bank, Wilkes- 
Barre 
Frey, WILLIAM F., Federal Deposit Insurance Corp., King of 


Prussia 

Hartsock, MAuRICE B., Jr., Phoenixville Trust Company, Phoenix. 
ville 

HASKINS, RALPH A., First National Bank, Erie 

HEINDL, JOHN L., Saint Marys National Bank, St. Marys 

HEISsLER, C. Bupp, Central-Penn National Bank, Philadelphia 

HowortTH, GEORGE W., First National Bank, Wilkes-Barre 

Kay, ALBERT G., Philadelphia National Bank, Philadelphia 

KRAYER, WILLIAM M., First Pennsylvania Banking and Trust Com. 

any, Philadelphia 

MCKINLEY, ANTHONY J., Federal Reserve Bank, Philadelphia 

MACCAUGHERN, MarRK H., Jr., Philadelphia National Bank, Phila- 
delphia 

Maaun. Ropney W., Montgomery County Bank and Trust Com- 
pany, Norristown 

MALETZ, RICHARD W., Girard Trust Corn Exchange Bank, Phila- 
delphia 

Manat, Peter O., Philadelphia Saving Fund Society, Philadelphia 

MARENICK, MICHAEL A., Liberty State Bank, Mount Carmel 

Moon, JoHN W., First National Bank, Carbondale 

MorGAN, Epcar F., Mellon National Bank and Trust Company, 
Oakmont 

NANNOs, JAMES, Central-Penn National Bank, Philadelphia 

O’RourKE, Francis E., First Pennsylvania Banking and Trust 
Company, Philadelphia 

PaNcoasT, CHARLES E., III, Philadelphia National Bank, Phila- 
delphia 

RoBINSON, Maurice E., Peoples First National Bank & Trust 
Company, Pittsburgh 

STANSBURY, WALTER R., National Bank of Coatesville, Coatesville 

STETTLER, ARTHUR W., Philadelphia Saving Fund Society, Phila- 
delphia 

TomPaIne, LAWRENCE H., First National Bank of Meadville, 
Franklin 

WEBB, WILLIAM Davin, Jenkintown Bank and Trust Company, 
Jenkintown 

WoLtre, THOMAS H., Peoples National Bank, Norristown 

WoopwakRD, ALLAN J., First National Bank, Williamsport 

YARROLL, RAYMOND W., Federal Reserve Bank, Philadelphia 

York, JOHN W., Western Saving Fund Society, Philadelphia 


RHODE ISLAND 


ALLARD, ALFRED E., Citizens Trust Company, Providence 
ARCHER, GEORGE A., Providence Institution for Savings, Providence 
CHAPLIN, GEORGE W., Industrial National Bank, Providence 


SOUTH CAROLINA 


KELLEY, TALLEY F., Commercial Bank & Trust Company, Columbia 

MILLER, Epwarp E., North Augusta Banking Company, North 
Augusta 

WituiaMs, J. THomaASs, Jr., National Bank of South Carolina, 


Sumter 
TENNESSEE 


DONALDSON, JACK B., First National Bank, Memphis 

FRASER, HENRY D., American National Bank & Trust Company, 
Chattanooga 

Harris, IvAN D., National Bank of Commerce, Memphis 

HIPSHER, JAMES L., Hamilton National Bank, Chattanooga 

WEATHERFORD, JACK O., Murfreesboro Bank & Trust Company, 
Murfreesboro 

WILSON, JAMEs C., Union Planters National Bank, Memphis 


TEXAS 


Berry, JAMES D., Republic National Bank, Dallas 

CooNEY, CHARLES B., Main Bank and Trust Company, San An- 
tonio 

HOLLYFIELD, Brooks H., American National Bank, Beaumont 

HUCKABEE, ARCHIE E., Lubbock National Bank, Lubbock 

LonG, ORMOND C., Federal Deposit Insurance Corp., Bellaire 

Lypay, BiLt R., Texas Bank & Trust Company, Dallas 

REED, FREDERIC W., Federal Reserve Bank, El Paso 

SCHUETTE, FREDERICK M., National Bank of Commerce, Houston 

SNEED, RICHARD G., JR., First City National Bank, Houston 

STAVENHAGEN, ERNEST, Hutchings-Sealy National Bank, Galveston 

WRIGHT, JOHN A., First State Bank, Abilene 


VERMONT 


SmiTH, Levi P., Jr., Burlington Savings Bank, Burlington 


VIRGINIA 


ADAMS, HuGH D., Bank of Hampton Roads, Newport News 

BUFFINGTON, JAMES W., The Bank of Virginia, Norfolk 

DEITRICK, JOHN G., Federal Reserve Bank, Richmond 

Durry, GEORGE C., Colonial-American National Bank, Roanoke 

RoBert C., Federal Deposit Insurance Corp., Rich- 
mon 

McC.uary, READER M., First & Merchants National Bank, Richmond 

MATTHEWS, JOHN M., First National Exchange Bank, Roanoke 

Styron, WILLIAM F., National Bank of Commerce, Norfolk 

WINSTON, FRANK M., Bank of Giles County, Pearisburg 


WASHINGTON 
Hicks, RicHARD A., Washington Mutual Savings Bank, Seattle 


WEST VIRGINIA 


GARDNER, HAROLD A., Kanawha Banking & Trust Company, 
Charleston 

Orcutt, AUBREY E., Kanawha Valley Bank, Charleston 

RIDENOUR, WALTER B., Old National Bank, Martinsburg 


WISCONSIN 


AMANN, E. Paut, Federal Deposit Insurance Corp., Milwaukee 

GEHRKE, RoBerT A., First National Bank, Ripon 

ern mney RymunND P., First Wisconsin National Bank, Mil- 
waukee 


BANKING 


A REPORT FROM ONE OF THE WORLD’S GREAT INTERNATIONAL BANKS 
The First NaTioNAL BANK OF BOSTON IN ITS 175th YEAR 


Wherever in the woxld 
New England businesSmen g@, 
their bank goes with ther 


When The FIRST opened its doors for busi- 
ness 175 years ago, a few lonely ships handled 
our country’s entire world trade. Today, billions 
of tons of goods crisscross the world by land, 
sea and air. And now, as then, The FIRST is 
giving hard-cash support to a large share of 
these ventures. 

Over the years, we have almost continually 
expanded our overseas facilities and services. 
Today, The FIRST is the only New England 
bank to offer you offices in New York and 
London as well as fully staffed branches in key 
Latin American markets. One of the foremost 
international banks in the country, we maintain 
direct correspondent relationships with thou- 
sands of leading banks around the world. 

As dollars from The FIRST flow to and from 
every corner of the globe, we take quiet pride in 
the reputation we have earned with business- 
men everywhere: bankers to New England — 
bankers to the world. 


HEAD OFFICE: 67 Milk St., Boston, Massachusetts. 
IN NEW YORK: Represented by The First Bank of Boston 
(International), 2 Wall St. 


OFFICES IN: 

ARGENTINA — Buenos Aires, Avellaneda, Rosario. 

Brazit — Rio de Janeiro, Sao Paulo, Santos. 

Cusa — Havana, Santiago, Cienfuegos, Sancti Spiritus. 

IN EUROPE: Representative Office: 146 Leadenhall St., London, 
E.C. 3, England. 


CABLE: ‘“‘Massnat” International Telex Number: BS1 (Boston). 


July 5, 1959 —175+th Birthday 


Personal and Corporate Trust Service through our affiliate 
Cotony Trust Company 
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The convention’s opening session in Philadelphia. President Hayes is speaking. At his right is his successor, Ralph H. Mitten. 
dorff. Also on the platform are Executive Councilmen, national committee chairmen, past presidents, staff, and guests 


The A.I.B. Looks Ahead 


ing, educational section of the 
American Bankers Association, 
had Convention No. 57 in, Philadel- 
phia June 1-5. Large, enthusiastic, 
and instructive, the meeting cov- 
ered the wide range of Institute ac- 
tivities which aim at making better 
bankers of the 154,000 members. 
This convention, attended by 1,500 
delegates, took. a forward look at 
the Institute’s specialized field, hear- 
ing suggestions for future broaden- 
ing of the curriculum to provide a 
more liberal education. There were 


Tin American Institute of Bank- 


The Institute’s new president, Ralph 

H. Mittendorff, Washington, D. C., left, 

is congratulated by his predecessor, 

Gerard E. Hayes, Boston, right. In the 

middle is the new vice-president, Milton 
F. Darr, Jr., Chicago 


also talks on such immediate mat- 
ters as electronic banking, the busi- 
ness outlook, opportunities in bank- 
ing, investments, bank operations, 
the Institute’s chapter administra- 
tion, and its training courses. 

In the election Ralph H. Mitten- 
dorff, vice-president of the Amer- 
ican Security and Trust Company, 
Washington, D. C., became presi- 
dent, succeeding Gerard E. Hayes, 
assistant vice - president, The Na- 
tional Shawmut Bank of Boston. 
The new vice-president is Milton F. 
Darr, Jr., vice-president, LaSalle 
National Bank, Chicago. 

John W. Remington, vice-presi- 
dent, American Bankers Association, 
brought A.B.A.’s greetings to the 
Institute. 

Results of the familiar conven- 
tion events, including the contests 
in public speaking and debate, are 
reported pictorially on these pages 
where some of the talks heard dur- 
ing the brief program are briefly 
reported. 

CHANGES. Previews of things to 
come included several curriculum 
proposals by Dr. Leroy Lewis, A.I.B. 
national educational director. On the 
basis of his study of the Institute’s 
contemporaries in European coun- 
tries, he outlined some broad poten- 
tial innovations for A.I.B.: 

(1) All bankers should be en- 
couraged to “master the English lan- 
guage.” [Three courses in oral and 


written communication will be com- 
pulsory, starting next fall.] (2) 
There may well be a possibility of 
foreign language study, at least in 
some of the larger chapters. (3) 
Consider broadening the A.LB. cur- 
riculum “on terms of the world in 
which we live, and also in terms of 
more liberal arts,” possibly with va- 
rious courses in history, commercial 
geography, foreign trade, and maybe 
one in the great books. 

“To make our program somewhat 
closer to the equivalent of a college 
degree, the addition of liberal arts 
courses would be the required first 
step,” said Dr. Lewis. ‘A liberal 
education is essential, for our great- 
est effectiveness will be in ideas.” 

(CONTINUED ON PAGE 112) 


Statistics 


THE Institute’s membership on 
May 28 was 154,563 and course 
enrolments for the year had 
reached 86,800, Robert C. Ruther- 
ford, the national secretary, told 
the convention. Although the 
growth percentage was smaller 
than recently, he said it seemed to 
be sounder: the rise in total bank- 
ing population has diminished and 
turnover has dropped by at least 
20%. There are now 305 Institute 
chapters, a gain of three, and 202 
study groups, a gain of one from 
last year. 
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CHECKS PRESENTED 
IN HOURS INSTEAD OF DAYS 


HELLO 
BAR 


WITH MELBANK 
REGIONAL CLEARING HOUSE 


Through Mellon Bank, regional Clearing House facilities — 
enabling the overnight clearance of checks — are available for 
the first time in the Tri-State area of Pennsylvania, Ohio and 
West Virginia. 


For details, write: James H. Higgins, vice president, Mellon 
National Bank and Trust Company, Mellon Square, Pittsburgh 
30, Pennsylvania. 


MELLON BANK 


PITTSBURGH 


CAPITAL AND SURPLUS $251,254 ,100 
MEMBER FEDE! 
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Prizes are awarded to winners of the National Public Speak- 
ing Contest for the A. P. Giannini Education Endowment 
Prizes. From the left, Billy A. Gray, City National Bank, 
Wichita Falls, Tex., second place, $300; Henry R. Frankel, 
Northern Trust Co., Chicago, president of Chicago Chapter; 
Donald K. Trescott, Industrial National Bank, Providence, 
R. I., chairman of the National Public Speaking Committee; 
James D. Harrison, The First National Bank of Chicago, 
first place, $500, with replica of the trophy Mr. Frankel is 
holding; Dorothy A. Ryan, The Marine Midland Trust Co., 
New York, third place, $100. The national debate subject 
was Central Banking—Its Impact on a Nation’s Economic 


New York chapter defeated Atlanta in the debate for the 
Jesse H. Jones prizes. The winners took the negative on 
“Resolved, that Federal price supports for agriculture should 
be discontinued.” Above, Robert W. Worcester, chairman of 
the A.I.B. National Debate Committee, presents awards to 
New Yorkers Herbert T. Erles, The Chase Manhattan Bank, 
alternate; Dorothy G. Takosh, The First National City Bank; 
and Fred W. Gaus, The Marine Midland Trust Company. 
The -winning team’s chapter holds the cup for a year, New 
York, Chicago, and Los Angeles chapters now have two of 
the three victories necessary for permanent possession of 
the debate cup 


System 


(CONTINUED FROM PAGE 110) 

Obviously, he pointed out, all this 
cannot be done at once. “During the 
next decade perhaps we can add one 
or two or three courses of a cultural, 
liberal arts type that will stimulate 
our imaginations and make us bet- 
ter bankers even though the con- 
tent of the course may have nothing 
to do with banking.” Institutes 
abroad require such courses. 

BUSINESS. The convention also 
looked into the business future, with 
the help of William F. Butler, vice- 
president, The Chase Manhattan 
Bank, New York. He said: “This 


should be a year of vigorous busi- 
ness expansion, with perhaps some 
slowdown in the pace of the ad- 
vance during the third quarter be- 
cause of developments in steel. Then 
1960 could be a year of very great 
prosperity. Following the postwar 
business cycle pattern, another re- 
cession could start in 1961, but it’s 
too early to foresee the precise tim- 
ing. All that can be said is that 
there will be one some time in the 
next two or three years.” 
AUTOMATION. Harold E. Ran- 
dall, vice-president and comptroller, 
The First National Bank of Boston, 


New Executive 
Councilmen; I. to 
r.: Richard G. 
Bothwell, assist- 
ant vice-president, 
Connecticut Bank 
and Trust Co., 
East Hartford; 
Paige V. Simp- 
vice-presi- 
dent, First Na- 
tional Trust & 
Savings Bank, 
San Diego; N. A. 
Moore, Jr., vice- 
president, City 
National Bank, 
Wichita Falls, 
Tex.; John J. Wil- 
liams, vice-presi- 
dent, Gary (Ind.) 
National Bank 


and chairman of the A.B.A. Bank 
Management Commission, reassured 
bank personnel about automation’s 
effect on jobs. It would, he asserted, 
decrease the number of monotonous 
jobs and increase the opportunities 
for jobs requiring skill, imagination, 
and management talents, bringing 
higher salaries, greater responsibil- 
ity. And banks prefer to train their 
own staffs to use the new installa- 
tions, rather than hire outsiders. 
[For a fuller report on this talk see 
“Better Methods and Systems,” page 
42.] 

Robert J. Pollock of Chase Man- 
hattan summed up automation in 
three words: “automatic paper proc- 
essing.” It may well open new op- 
portunities for women, just as the 
typewriter opened the doors of busi- 
ness to them, he said. 

And Maurice Megrah, retired sec- 
retary of the Institute of Bankers, 
London, observed that banking in 
the machine age would continue to 
be the “judicious use provision of 
credit” regardless of magnetic ink 
and accounting equipment. 

OPPORTUNITIES. There are 
many in bank portfolio manage- 
ment, asserted Harry W. Lussey, 
vice-president, William E. Pollock & 
Co., Inc., New York securities firm. 

. (CONTINUED ON PAGE 114) 
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THE DIFFERENCE IN DISPOSAL 1S 


| 
IS A BANKER'S WORD... 


How Great is YOURS in disposing of 


CANCELED CHECKS 
DEPOSIT TICKETS 
CORRESPONDENCE 
FILES 


GOVERNMENT 
TRANSCRIPTS 


LEDGER JOURNALS 
OLD MONEY 
TREASURY BONDS 


STOCK and 
BOND LEDGERS 


AUDITING RECORDS 
COLLECTION REPORTS 


NO AUXILIARY 
FUEL REQUIRED 


ON-THE-PREMISES 
SECURITY 


EASY 
LOADING 


COMPLETE 
DESTRUCTION 
The only way to destroy valuable confidential paper material 
is to burn it! 

And the Silent Glow Confidential Paper Destroyer is the only 
sure way of burning with practical, positive protection—its unique 
process of triple chamber, hydroxylative combustion reduces 
toughest cardboard and paper material to a snow white ash! 

This unit is now installed throughout the world .. . in banks, 
atomic energy plants, military stations, foreign embassies, and 
security-wise companies. 

To keep confidential information from becoming common knowl- 
edge, COMPLETE BURNING is best . . . by far. 


Write for complete information. 


Ve SILEN GLOW 


COR P > TION 
864 WINDSOR STREET, HARTFORD 1, CONN. 
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THE THINGS WE SAY IN PRINT 


Our budget for publication adver- 
tising is quite modest inasmuch as 
we reserve most of our allotment 
for point-of-purchase sales aids 
supplied to banks. The copy we 
use is not designed to pull in busi- 
ness but rather to reflect our think- 
ing on any subject affecting our 
business. Accordingly, what we say 
in print is not always loaded with 
exuberance nor is it always pre- 
sented with confidence. 


In effect, what we try to do each 
month is to share our thoughts 
with those who are interested and 
at the same time provide our own 
people with themes upon which 
they may want to elaborate as they 
discuss current subjects with bank- 
ers. As a result, we sometimes share 
thoughts which are inconclusive, 
provocative, or even pessimistic. 


By way of explanation, we think 
that if thoughts are to be shared 


they should not be confined to 
happy thoughts. Sharing a business 
with employees, for example, 
should not be confined merely to 
sharing profits. Worries, too, should 
be shared. Sharing viewpoints with 
customers should not be limited to 
viewpoints which leave no room 
for debate, nor should they be 
restricted to those which do not 
lend themselves to change. 


Thus, many of the things we say 
in print could well be left unsaid, 
but if they were we would be de- 
ptived of the fun of saying them 
and we would find it most difficult 
to fill up even this small space each 
month with good advertising copy. 
As it is, we can fill it with verbiage 
and if what we say should some 
day rise up to haunt us, the chances 
are that, like good economists, we 
long since would have changed 
our minds. 


Manufacturing Plants at: 


E LUXE 


CHECK PRINTERS 


CLIFTON, PAOLI, CLEVELAND, INDIANAPOLIS, CHICAGO, 
KANSAS CITY. ST. PAUL. DALLAS, CHATSWORTH 


Nobody...but NOBODY! 


designs & 
produces 
DISTINCTIVE 
DIE-CUT . 


DIME & QUARTER 
SAVERS 


Banthrico 


INTERNATIONAL, INC. 
17 N. DESPLAINES ST. CHICAGO 6, ILL. 


Credit Life 
INSURANCE COMPANY 
Springfield, Ohio 


Licensed in all 50 States, 
D. C. and Canada 


DO YOU NEED 


precision-made machine 
and hand posting 
passbooks 


Samples and Prices on Request 


WILLIAM EXLINE INC. 


1270 Ontario Street «Cleveland 13, Ohio 


Do Your Directors 
Read BANKING? 


‘Spencer Weart 


BANKING STUDIES 
Branch Locations 


225 East 46th St., New York 17,N.Y. 


Wilmington. . 
| Jr., Federal Reserve Bank of Bos- 


(CONTINUED FROM PAGE 112) 
Many junior bankers can increage 
their future worth substantially if 
they study this specialty. 

Charlotte A. Engel, National Say. 
ings and Trust Company, Washing. 
ton, D. C., and president of the Na- 
tional Association of Bank Women, 
reported that her organization wag 
completing a brochure to aid re. 
cruitment of high school students 
for bank work. 

MANAGEMENT. The importance 
of management in credit analysis 
was discussed by Milton J. Drake, 
executive vice-president, The De. 
troit Bank & Trust Company. No 
amount of capital, he said, is a bul- 
wark against poor management. 

HORIZONS. Dr. Karl R. Bopp, 
president, Federal Reserve Bank of 
Philadelphia, said he was “impressed 
to see professional bankers joining 
their colleagues in all lines of busi- 
ness to extend their horizons. Con- 
temporary society is looking to its 
leaders to develop a new philosophy 
of the role and purpose of the busi- 
ness enterprise.” 

HIGH HONORS. Fred H. Mac- 
Donald, assistant vice-president, 
Yakima branch, National Bank of 
Commerce, Seattle, received the 
Harold Stonier Award for the high- 
est grades in earning the Institute’s 
Graduate Certificate. 

WINNERS. Results of the A.I.B.’s 
National Publicity Exhibit for scrap- 
books shown at the convention: 

Class A. Chapters with potential 
membership of over 2,500: (1), 
Richmond, Va.; (2) Detroit; (3) 
Boston. Class B. Chapters with po- 
tential membership of 750 to 2,500: 
(1) Santa Clara County (San Jose) 
Calif.; (2) Passaic County (Pater- 
son), N. J.; (3) Wyoming Valley 
(Wilkes-Barre) Pa. Chapters with 
under 750 potential membership: 
(1) Sierra Nevada (Reno); (2) 
Mount Diablo (Concord) Calif.; (3) 
Citrus Belt (Pomona) Calif. 

CONVENTION NOTES. Frederic 
A. Potts, president, The Philadel- 


phia National Bank, welcomed the 
convention to the city. He was gen- 


eral chairman of the local conven- 
tion committee... . Head of the 
nominating committee was Marshall 
C. Tyndall, Sr., Bank of Delaware, 
. . John H. Howard, 


ton, was chairman of the resolutions 
committee. .. . The convention out- 
ing.was a visit to Atlantic City. 
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How to Put Life 


in a Finance Course 


HE bare facts of a finance course 
were recently garnished with a 
welcome sprig of realism for 20 se- 
lected members of Dr. Virginia M. 
Belt’s classes. She’s associate pro- 
fessor of finance at Millikin Univer- 
sity in Decatur, Ill. And she believes 
in giving students unique opportu- 
nities to learn by looking at busi- 
ness and finance from the inside. 
An invitation from the Chase 
Manhattan Bank for a 1-week visit 
to New York’s financial center 
looked like a “dream” to her stu- 
dents. But under her guidance, sub- 
stance was added to this ‘dream.’ 
An assist in the plans was also given, 
by Chase’s vice-president, Foster R. 
Clement, Jr., and by Wilfred Peith- 
man of the Wabash Railroad and 
university officials. 


Lasting Impressions Formed 


Amazement, enthusiasm, and ex- 
citement marked the response of the 
students as they visited many points 
of particular interest. At the same 
time a number of worthwhile and 
lasting impressions were being 
formed. Textbook terms now bring 
to mind vivid memories of what 
those terms imply. Here are some 
examples: 

Bank operations: Chase Manhat- 
tan’s handling of a multitude of ser- 
vices and functions in main office 
and branches. 

Check clearings: Millions of dol- 
lars in checks flowing smoothly 
through the New York Clearing 
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House in just one of its four daily 
clearing operations. 

Gold supply: Nearly $9-billion 
worth being held in the Federal Re- 
serve vault for foreign exchange. 

Stock exchange: Orders being re- 
ceived and quickly executed in the 
American and New York stock ex- 
changes. 

Odd lots: The complex mecha- 
nisms of DeCoppet and Doremus 
handling less-than-100-share trans- 
actions. 

Wire service: The pulsing heart 
where 110,000 miles of special lines 
converge at Merrill Lynch, Pierce, 
Fenner and Smith, Inc. 


Interest and Knowledge 
Are Important 


‘ Was it worth it? Dr. Belt is sure 

it was because “the students took 
with them a keen interest and a 
well-rounded background knowledge 
of financial affairs.” A further in- 
dication of the success of the trip 
was reflected in the comments of 
the students on what they had seen. 

Fairly typical was the remark of 
one student: “The intricate and com- 
plex functions of the bank as seen 
from the outside become very sim- 
ple and expedient when seen from 
within.” 

Still another seemed to sum up 
the group’s feeling about its visit 
to the various financial institutions: 
“Seeing them and understanding 
how they work really made the fi- 
nance courses live.” 


Herbert Tietjsen | 


(front left), 


Chase’s represen- | 
tative to UN, es- | 


corts a group of 
Millikin Univ. fi- 


nance students 


How to avoid 
unnecessary 


estate taxes 


How often have you had to contend with a 
wide discrepancy between your valuation of 
an estate and that placed upon it by the tax 
authorities? 

Such divergence of opinion may lead to 
costly litigation and, at best, unhappiness 
among the heirs. 

The best way to assure the proper taxes 
on an estate or to provide for taxes in estate 
planning is to secure a report by The Ameri- 
can Appraisal Company. Valuation of prop- 
erty for fiduciary purposes is one of the 
important specialized services offered by the 
leader in the appraisal field: Our reputation 
for thoroughness and impartiality is un- 
questioned and our reports are backed by 
carefully assembled facts that command 
respect. 


SINCE 1896...LEADER IN PROPERTY VALUATION 


The AMERICAN 
APPRAISAL 


Company’ 
Home Office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 


ZG 
do you need 


Mail-EEZ Style 
passbooks 
and envelopes 


for save by mail 


WILLIAM EXLINE INC. 


1270 Ontario Street + Cleveland 13, Ohio 


We will purchase estates or other situations 
requiring immediate disposal. All industries. 
Entire plants or single items. Also complete 
inventories, raw and finished materials, sur- 
plus or discontinued. What have you to offer? 
United Industries, 6554 N. Smedley Street— 
Philadelphia, Pennsylvania—Livingston 9-2843 


Largest paid 
circulation of 


any publictaion 
in the field... 
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irst 
in 
elndustrial 
Finance 
eExperience 
in 
Induction 
of 
Foreign 
Capital 


Foreign 
Exchange 
Business 
also our line 


ESTABLISHED IN 1902 


THE 


INDUSTRIAL BANK 
OF JAPAN LTD. 


New York Office: 
30, Broad Street, New York 4, 
N.Y. 


Head Office: 
Marunouchi, Chiyoda-ku, Tokyo, 


Japan 


BETTER METHODS & SYSTEMS 


A Flexible Approach to Automation 


(CONTINUED FROM PAGE 43) 


Some of it was originally used in the 
bank’s branches where individual 
needs did not follow a uniform pat- 
tern. Some variation was purposely 
sought among the newly acquired 
equipment for special projects and 
development. And the bank found 
that some variation was necessary 
to get exactly the kind of machine 
to fit specific steps in the program it 
had mapped out. 

This last reason is of particular 
interest to bankers generally. It in- 
dicates that there are two alternate 
approaches to the mechanization 
problem. 

One approach is to select the one 
manufacturer whose equipment 
comes closest to performing the job 
you want done. Then adapt your sys- 
tem and methods to fit it. 

The other approach is to set up a 
program and get equipment that will 
perform the specific job to be done 
at each step. This approach may re- 
sult in equipment from different 
manufacturers. But the experience 
of Chemical Corn Exchange Bank 
indicates that this does not pose im- 
possible problems. 


Exact Plans Made 


Precise plans for the way they 
wanted to mechanize were laid out 
by the bank. Past experience showed 
that certain types of equipment 
fitted parts of these plans exactly. 
Investigation showed what was 
needed to complete the full mechani- 
zation job and just what each pro- 
ducer could contribute. The only 
remaining question was whether 
units from different companies could 
be linked together. 

Perhaps it’s not too amazing that 


| very few problems arose in combin- 


ing the different elements into one 
unified system. After all, the basic 
operations followed by banks are es- 
sentially the same and the mechan- 
ics of handling them vary more in 
design than in principle. 

Their success in this area points 
up the fact that banks have consider- 
able latitude in the ways in which 
they can bring about a successful 
marriage between methods and ma- 


chines. And in such marriages, po- 
lygamy may have advantages. 


Boston Bank Has New 
Kind of Checkbook 


HE Merchants National Bank of 

Boston announces a new check- 
book (patents pending) which 
makes an automatic record of every 
check written. With no carbon and 
no stubs to fill out, it produces a 
complete facsimile of each check, 
except for the signature. 

The ingenious method provides an 
accurate record copy, while the 
double work and possibility of error 
in filling out the stubs are elimi- 
nated. A specially treated record 
form under every check takes the 
impression as it is made out. 

Trademarked “Dupli-Check’’ book, 
with every check numbered and a 
2-line name and address imprinted, 
sells for $2. 


Pre-Packaged Travelers 
Checks 


MERICAN EXPRESS announces a 
‘‘pre-packaging system”’ that 
simplifies issuance of travelers 
checks. The basic element is a spe- 
cial kit so devised that the teller 
can select a self-contained unit for 
each sale. Present denominations are 
grouped into eight packages, with 
either 5 or 10 checks to a package, 
plus application and record forms, 
and a pre-attached wallet. Each 
package has advance imprinting of 
bank name, address and code num- 
ber, serial numbers and charges. The 
plan has been field tested, the com- 
pany says. 


Bookkeeping Dept. Over 
Drive-in Booths 

At the new drive-in of the Citi- 
zens National Bank, Orlando, Fla., 
the bookkeeping department is situ- 
ated directly above the tellers’ 
booths, which are arranged like toll 
stations so that cars can drive be- 
tween them. Correspondence lifts 
connect the two levels; it’s only 
eight feet from teller to bookkeeper. 
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Bay State Flannel 
Board Urges Banker 


Interest in Politics 


HE Massachusetts Bankers Asso- 
Tate: Inc., has a program for 
encouraging members’ active par- 
ticipation in government and poli- 
tics. 

The tool is a new 25-minute flannel 
board discussion, ‘“‘What Price Poli- 
tics?”” which Executive Vice-presi- 


dent Edward R. Tufts and General | 


Counsel Thomas M. Joyce unveiled 
at MBA’s 1959 convention. 


This nonpartisan, visual program | 


highlights, with the aid of symbols, 


the need for business people to be- | 
come actively interested in the oper- | 
ation of government at all levels. | 
The association plans to canvass the | 
state to bring the project to the | 
banks which, it is hoped, will in | 


turn take it to local groups. 


“What Price Politics?” was de- | 
vised and written by Mr. Tufts and | 


has been thoroughly tested. 
The discussion leader urges the 


audience to be concerned with the | 
issues, “get to know both sides of | 
the question, form your opinion, and | 
then let someone who can do some- | 


thing about it know your view. 


“We can become active in setting | 
up political workshops where the | 
public officials of both parties can | 
express their views and have them | 


benefit from our thoughts. 


Know Your Legislators 


“Last, but most important, any | 
work at the grass roots level can | 
only be successfully concluded if | 
you are on speaking terms with the | 


legislators. Thus no program will 
work unless you get to know your 
elected officials, meet with them fre- 


quently, not just when you want | 
something. Give them the benefit of | 
your thinking and listen to theirs.” | 

“Stand on your own two feet and | 


put yourself squarely on the line,” 
hearers are urged. 

“Don’t be reluctant to become 
associated with the candidate. Sup- 
port your choice, work for him, 
raise money for him if necessary 
(and it usually is), and above all 


§0 to bat for him to defend his 
views.” 


July 1959 


Edward R. Tufts, 
executive vice- 
president, Massa- 
chusetts Bankers 
Association, Inc., 
presenting the 
new flannel board 
discussion, “What 
Price Politics?’’ 


EXEMPT 


The market at mid-year 1959 


Not in a quarter of a century has the investor—bank, 
institutional or individual—seen take-home income 
from top grade tax-exempt bonds to equal that avail- 
able in the first half of 1959. 

Our timely Mid-Year Survey of the Tax-Exempt Bond 
Market brings you up to date on this and other important 
developments, discusses supply and demand and interprets 
the trends and outlook for prices. It presents background 
information valuable to both the 
new investor and the seasoned 
individual or institutional buyer. 

Send without cost or obliga- 
tion for this helpful survey. You 
will receive in addition our tax 
comparison chart which shows 
the income required from tax- 
able investments to equal the 
take-home yield from tax-ex- 
empt bonds. Ask for folder Kc97. 


HALSEY, STUART & CO. Inc. 


123 SoutH La SALLE STREET, CHICAGO 90° 35 Watt Street, New York 5 
AND OTHER PRINCIPAL CITIES 
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Building 
Scrapbook 


TOP, LEFT — Corrugated porcelain 
enamel panels add an unusual effec 
to new, contemporary home of Peoples 
Bank of Morehead, Ky. Designed and 
built by Bank Building and Equipment 
Corporation of America. LEFT—Over. 
all view of modern, weatherproof drive. 
in facilities, showing the approach to an 
electronically controlled turntable at the 
National Bank of Hyde Park, Chicago, 
Architects: Rapp and Rapp. BELOW— 
In keeping with Scottsdale’s (Ariz.) 
decor, the Valley National Bank has 
incorporated distinctive features of 
southwestern public buildings erected 
during the 1880s. The interior features 
beamed ceilings, quarry tile floors, “gas 
light” chandeliers, windows with lou. 
vered shutters, and brass fixtures dating 
back to territorial days 
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Trust and 
Savings 


zed as 


Incorporated 1907 


] 15 WEST MONROE STREET — “CHICAGO 90 


June 10, 1959 
RESOURCES 


Cash on Hand and Due from Banks. . . $158,254,020.62 
U. S. Government Securities.......... 168,900,786.66 
State and Municipal Securities........ 64,397,043.41 
Other Bonds and Securities............  5,167,034.32 
*Loans and 322,906,774.48 
Federal Reserve Bank Stock........... 1,200,000.00 
Customers’ Liability on Acceptances... 115,997.63 
Accrued Interest and Other Resources. 4,506,193.49 
Bank Premises; 

Total. 


*Includes $12,000,000 Federal Reserve Funds Loaned 


LIABILITIES 


Demand Deposits. .. $575,503,084.21 

Time Deposits...... 92,398,775.86 
Dividend Payable July 1, 1959........ 500,000.00 
Reserves for Taxes, Interest, etc....... 8,882,702.17 
General Contingency Reserve......... 7,500,000.00 

Capital..............$ 20,000,000.00 

Surplus.............. 20,000,000.00 

Undivided Profits.... 10,547,290.74 
Total Capital Funds 200.74 
Total. 400,447,800.61 


United States Government Obligations and Other Securities carried at 
$46,906,645 are pledged to secure Public and Trust Deposits and for other 
purposes as required or permitted by law. 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPosiIT INSURANCE CORPORATION 


**And there, 
ladies and 
gentlemen, 

is our story 

in a nutshell.” 


DIRECTORS 


EDWIN C. AUSTIN 
Sidley, Austin, Burgess & Smith 


BURTON "A. BRANNEN 
Senior Vice President 
WESLEY M. DIXON 
President, Container Corporation 
of America 


ROBERT W. GALVIN 
President, Motorola, Inc. 


DAVID GRAHAM 
Financial Vice President 
Standard Oil Company (Indiana) 


NORMAN W. HARRIS 
Room 2003, Harris Trust Bldg. 
STANLEY G. HARRIS 
Chairman, Executive.Committee 


CHARLES C. JARCHOW 
Chairman of Board, 
American Steel Foundries 


WAYNE A. JOHNSTON 
President, Illinois Central Railroad 


WILLIAM V. KAHLER 
President 
Illinois Bell Telephone Company 


EDWIN A. LOCKE, JR. 
President, Union Tank Car Company 


ERNEST S. MARSH 
President, The Atchison, Topeka and 
Santa Fe Railway Company 


JOHN L. McCAFFREY 
Director 
International Harvester Company 


F. B. McCONNELL 
Chairman of Board 
Sears, Roebuck and Co. 


JAMES L. PALMER 
President, Marshall Field & Company 


WILLIAM A. PATTERSON 
President, United Air Lines, Inc. 
CHARLES H. PERCY 
President, Bell & Howell Company 
JOHN G. SEARLE 
President, G. D. Searle & Co, 


DONALD P. WELLES 
Senior Vice President 


FRANK H. WOODS 
President, Sahara Coal Company, Inc. 


KENNETH V. ZWIENER 
President 
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Ask The Barnett For Florida Information 


The 82-year old Barnett National Bank of Jacksonville with its strategic- 
ally placed affiliate banks can give you all the latest facts and figures 
on Florida trends. 


The Barnett offers confidential Florida in- 
formation service to banks, financial in- 
stitutions and industrial firms. The infor- 
mation is up-to-the-minute and is given 
promptly, without obligation on your 


part. 


Address Inquiries: 
Florida Information Desk 


NATIONAL@SBANK 


MEMBER PEDERAL CORPORATION 


Mortgages — 700 Varieties... 


Now that everyone is writing 
mortgages on the monthly pay- 
ment direct reduction plan, the 
progress of a loan is not so ap- 
parent as it used to be. The 
perfect way to see what’s going 
on is by means of an amortiza- 
tion schedule, and in one book 
of 2000 pages we have gathered 
together over 700 varieties of 
amortization schedules always 
for loans on the basis of $1000 


original amount. 

There are 22 interest rates, all 
the way from 2% to 8%; and 
terms from 1 year to 25 or 30 
years. The book has the long 
title, “Monthly Payment Di- 
rect Reduction Loan Amortiza- 
tion Schedules”. The current 
9th edition sells for $11, and 
is a valuable reference tool for 
mortgage lenders. 

Order Publication No. 85 


FINANCIAL puBLisHING COMPANY 


82 Brookline Avenue, Bost 


on 15, Mass. KEnmore 6-1827 


HEADQUARTERS FOR MORTGAGE CALCULATIONS 


‘New Ideas 


on cover designs for 
passbooks or check cases? 


Our Art Department will 
gladly submit special designs 
on request, without any obligation. 


CONFIDENCE 


BRAND 
NAMES 


SATISFACTION 


BRAND NAMES FOUNDATION, INC. 
437 FIFTH AVENUE, NEW YORK 16, N.Y. 


Around the 


Cracker Barrel 
(CONTINUED FROM PAGE 62) 


so enthusiastically that more than 
half the retailers and service storeg 
in the immediate area agreed to 
start an organized effort to over. 
come their problems, partly by 
sharpening merchandising and pub- 
lic relations techniques. 

Management of the bank decided 
that a full-time leader would he 
needed for the program. He would 
meet with small gatherings of busi- 
ness and professional people in a 
branch lobby (around a cracker 
barrel, for color), patiently review 
their varied difficulties, and offer 
practical advice. The writer was 
selected for the job, on a retainer 
basis. 


The Pattern 


Experience has taught us that no 
two business communities have the 
same current problems and that bus- 
inessmen’s organizations vary 
greatly. However, a pattern for the 
program quickly evolved and we are 
following it, making whatever ad- 
justments are needed as we go along. 

First comes the preliminary work. 
Before the program is introduced in 
a community, the director carefully 
evaluates the area in terms of such 
factors as parking facilities, mer- 
chandising practices, general eco- 
nomic conditions, appearance of the 
retail district. Working through an 
existing agency—chamber of com- 
merce or board of trade, usually— 
we then organize a Cracker Barrel 


Part of a promotion leaflet 


we want you 
to 


GET ACQUAINTED 
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Committee of the leading merchants. 

Next, a meeting is held in the 
lobby of the bank, with a barrel la- 
beled “Crackers” in the middle of 
the assembly. In suggesting a plan 
of action we try to create programs 
that will not only benefit business 
but build community-wide goodwill 
for the bank. In most towns the 
branch managers are either officers 
or directors of the trade associa- 
tions. They are always very co- 
operative, realizing the long-range 
advantages of the program. The 
work frequently requires consider- 
able extra time, but the many indi- 
vidual contacts make the effort 
worthwhile. 


What's Been Done 


The program has so far been con- 
ducted in nine communities. Our ex- 
periences, you may be sure, would 
fill a book. A few of the activities 
we have stimulated indicate the 
scope of the work. 

When no business association ex- 
isted, we have created one. Inactive 
chambers of commerce or boards of 
trade were rejuvenated with pro- 
gressive programs that often pro- 
vided substantial funds to develop 
further beneficial projects. 

In four communities, cooperative 


4- and 8-page advertising promo- | 
tions were mailed at regular inter- | 


vals to all residents. In each instance 
these papers were paid for in advance 
and the edition was oversubscribed. 
Elsewhere, similar campaigns have 
been developed with the local news- 
papers. 

In Baldwin it was found that the 
12 schools needed television sets to 
take advantage of the state-spon- 
sored educational channel. Approxi- 
mately 100 merchants and pro- 
fessional men participated in a 
month-long “Shop Locally” cam- 
paign, sponsored and guided by the 
Baldwin Chamber of Commerce, with 
continuous help from the Cracker 
Barrel Committee. Fourteen sets 
were contributed to the schools as a 
result of more than 30,000 ballots 
deposited by customers in the stores. 

Twelve pages of special paid pro- 
motion in three local papers, 21,000 
letters to the homes of 7,000 school 
children, and three months of front 
page publicity in the village paper 
helped make the program memorable 
in this community. 

In East Meadow a flag essay con- 
test, sponsored by the chamber of 
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How would you, personally, collect bills? Would you mail letters? 
Knock on doors? Get tough? 

Why not try a painless, no-cost experiment. Call your local 
American Collectors Association representative and ask to have 
a man sent over. Talk to him, Ask questions. This man is a 
professional—impersonal and persevering as a policeman, yet 
filled with the dignity of jobs well done. He even guarantees his 
services. Either he collects or it doesn’t cost you a cent. 

Hire an ACA collector to salvage your investment—both in 
dollars and in public relations. You’ll find ACA phone numbers 
listed in the Yellow Pages. Or write for complete information 
and a list of offices. 


AMERICAN COLLECTORS 
ASSOCIATION, INC. 


5011 Ewing Ave. So., Minneapolis 10, Minn. 


4 CONTINENTWIDE ASSOCIATION OF BONDED COLLECTION AGENCIES 


( MOBRO > LIQUIDATES MOBILEHOMES FOR 
BANKS and FINANCE COMPANIES 


Communicate direct with nearest location, or General Office: 
FREE MARKET REPORTS 104 East Fifth St., Kansas City 6, Mo., Phone BAltimore 
Monthly report lists current values 1-7721, for full Information. 
ef available Mobilehomes across the 'f you must liquidate a mobilehome, within reach of one of 
country. Write Mobro, Dept. B, 104 our locations, we will arrange pick-up, advance any charge 
E. 5th, Kansas City, Mo. and negotiate sale for your account. 


NATIONAL MOBRO SYSTEM MOBILEHOME BROKERS EXCLUSIVELY 


BROKERS 


INDIANAPOLIS KANSAS CITY TULSA WICHITA OENVER PHOENIX MIAMI LOS ANGELES 
6150 West 7807 East 0441) East 2868 Seuth 4625 West 3020 East 2501 N.W. 9600 Atiaatte 
Washington 40 Hignway Admiral Breadway Colfax Van Bures 79th St. (Southgate) 
CH 1-3328 WA 383-1663 TE 5-0283 LY 1-206) AL 5-6257 BR 5-6118 PL 727-2012 LO 7-2724 
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TRANSPARENT PLASTIC 
FLOOR MAT 


CRYSTO-MA 


Designed ESPECIALLY FOR BANKS Using Wall to Wall Carpeting. 


Carpet color design and carving completely visible through mat. Made from 
crystal-clear 44-inch transparent aircraft plastic. Special hard scratch resistant 
surface. Impervious to alcohol and other discoloring agents. Write for liter- 
ature and special discount schedule for banks. Sample chip will be supplied 
en request. 


CRYSTO-MAT CO. Dept. B-7 213 North St., Auburn, N. Y. 


ESTABLISHED 1941 


Head Office:-—KARACHI (PAKISTAN). 


Authorized Capital 

Issued & Subscribed Capital 

Paid-up Capital Pak Rs. ,000, 

Reserve Funds 20,000,000/- 
Pak Rs. 704,800,000/- 

With a network of 87 branches in all the important trade centres of East and West Pakistan, 
Habib Bank Limited is in @ position to assist those desiring to establish contacts for exports 
or imports. The Bank's services are always available for any banking requirements in Pakistan. 

The Bank is fully competent to handle all foreign exchange business including opening and 
advising of commercial letters of credit, collection of documentary bills, remittances, etc. 


FOREIGN BRANCH 
BOMBAY {INDIA). 


Habib Bank (Overseas) Limited, 
Head Office:—KARACHI. (PAKISTAN) 


Branches:—!. Aden 2. Colombo 3. Mombasa & 4. Rangoon. 
Correspondents and agents in all important cities of the world. 


Ohe American Book of 
SIMPLE INTEREST YIELDS 


Price $25 per copy, postage prepaid. 


AMERICAN CHARTS COMPANY 
Box 12213 — Atlanta 5, Georgia 


commerce, was held in the local 
schools, with Cracker Barrel cooper. 
ation. Valuable prizes went to the 
winners in each school. 

This type of activity accomplisheg 
the purpose of increasing the inter. 
est of residents in the local mer. 
chants’ ability to serve the commun- 
ity. The East Meadow school district 
has more than 55,000 residents and 
15,000 students. 


Other Activities 


Local committees set up and stim- 
ulated by Cracker Barrel include; 
civic improvement (zoning, traffic 
and parking, street lighting, signs); 
fair trade and ethical practices; 
property improvement (businegs 
buildings, store fronts, vacant 
stores); business community public 
relations; merchandising (policies 
on exchanges and returns, uniform 
store hours, window displays, price 
signs); long-range, well-planned co- 
operative advertising, taking advan- 
tage of special occasions. 

The bank’s public relations depart- 
ment has had numerous requests for 
information about the program. 
Stockholders were told about it in 
the center spread of the 1958 annual 
report, which pointed out: “As a re- 
tailer in the field of banking, Meadow 
Brook will continue to help other 
local businessmen to better serve 
their customers and their commun- 
ity.” 

Chairman Weller says that the 
first year’s experience “confirms our 
original analysis that local groups 
of merchants and professional men 
need and are receptive to this kind 
of help. It is our firm belief,” he 
adds, “that the banking industry 
across the nation has a great oppor- 
tunity in fostering the development 
of local businesses for the mutual 
benefit of all.” 


“You butter him up while I make a 
dash for the drugstore” 


NATIONAL _BANK 


PARKING FOR 


BANK CUSTOMERS 
ONLY! 
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How the Trust Company of Georgia does its 


drive-in banking day and night 


Day-and-night-depository is located in 
drive-in lane closest to bank. After-hour 
customers can drive right up. Note how 
depository is positioned for easy access by 
both drive-in and walk-up customers. 


“Tt was one of those simple, obvious things so often overlooked”, says 
Mr. Steve H. Bomar, Vice President of Atlanta’s Trust Company of 
Georgia. “In our main bank, night depository customers had to park 
their cars and then walk to the night depository. When we built our new 
West End Branch, our architects, Abreu and Robeson Inc., and our 
Mosler representative suggested a night depository be located next to 
one of the drive-in windows. Now, an after-hours customer can drive 
right up to make a deposit. 

This convenience, like all the conveniences of drive-in banking are no 
longer luxuries. Our customers demand them...so we supply them to 
stay competitive. As a matter of fact...drive-in banking has appreciably 
increased our business.” 

Problem solving—a Mosler specialty 
From the largest vaults to the smallest safe deposit boxes, Mosler design 
and manufacturing experience are at your service. Mosler is the world’s 
largest builder of safes, vaults and banking equipment. 

Write for Mosler’s “AUTO-BANKING IDEA BOOK” and informa- 
tion on any kind of banking equipment. 


as Integrated Th M ] S f , Dept. B-759, 
‘The Mosler sate Co. 
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This department is compiled by 
ETHEL M. BAUER of BANKING’S staff. 


A NEW fabric wall covering com- 
bines the durability and protection 
of vinyl and the decorative quality of 
the most expensive wall papers, yet 
is economical to install and main- 
tain. Fabrique is virtually stain- 
proof. Crayon, pencil marks, ink, 
fingerprints, smudges, and even 
grease can be removed simply and 
easily by wiping or lightly washing. 
Developed by The Birge Company, 
Inc., 390 Niagara St., Buffalo 5, N.Y. 


A CIRCULAR pocket-size calculator, 
only 314” in diameter, solves math- 
ematical problems instantly. This 
latest type of simplified sliderule 


consists of two flat metal discs plus 
a sliding indicator and is precision 
made for accuracy to thousandths. 
It instantly multiplies, divides, cal- 
culates discounts and percentages, 
solves problems in square and square 
root, cube and cube root, fractions, 
decimals, proportions, successive 
multiplication and division, problems 
using pi, and many other calcula- 
tions. The Cal-Math Co., P. O. Box 
5536, Philadelphia, 43. 


Exectricatty operated check 
signer, with all the features of a 
large model, has been designed for 
use on the average desk. It is stream- 
lined in design, occupies little space, 
signs checks easily, efficiently, and 
speedily. Designed and manufactured 
by the Roberts Numbering Machine 
Division, 700 Jamaica Avenue, 
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Brooklyn, N. Y., this device has a 
fool-proof signature plate engraved 
in solid brass. Plate can be removed 
in seconds at the end of use or 
locked in position against any pos- 
sible fraud with a separate key. 


Boxes for storage of paper records, 
laminated inside and out with Alcoa 
aluminum foil, protect records from 
fire and water. Boxes are available in 
a variety of sizes and types. Some 
have hinged lids, others feature tops 
that fit down over. Sold by Hol- 
linger Corp., 3810 South Four Mill 
Run Drive, Arlington, Va. 


P ORTABLE microfilm camera, weigh- 
ing less than 20 lbs. and occupying 
a space 13144” x 1234” x 5%” high, 
can be carried about to various de- 
partments or branches for on-the- 
spot “desk top” microfilming of doc- 
uments and records at their point of 
origin and use. Comes complete with 
carrying case and attachment for 
microfilming continuous forms. Pro- 
duced by Diebold, Incorporated, Can- 
ton 2, Ohio. 


Convenrent pocket size, easy-slide, 
foreign money calculators permit 
you to figure in foreign moneys a¢. 
curately, with ease. There’s a cal. 
culator for Europe, one for the Far 
East and Asia, and one for the (Ca. 
ribbean, including Mexico. Each 
calculator lists the countries of the 
area and the unit and composition 
of money for each country. At your 
finger tips you have the comparative 
values in foreign money of U. §, 
dollar sums from 10 cents to $100, 
Available from Harold Reuter §& 
Co., Inc., 562 Fifth Avenue, New 
York 36, New York. 


BOOKLETS 


Devetorment of “the Eye,” an 
intelligent reading machine for cash 
accounting and a common language 
that both the machine and human 
beings can read are the subjects of 
a 4-page folder distributed by Intelli- 
gent Machines Research Corp. The 
machine gets its name because it 
literally reads stubs and also punches 
cards at the rate of 100 a minute. 
For your copy of this booklet, 
write the company at 7019 Edsall 
Road, Alexandria, Va. 


A STRAIGHT-talking, authoritative 
booklet recently revised by Cummins- 
Chicago Corp. presents statistics 
showing where most bank embezzle- 
ment occurs, how it happens, and 
measures that can be used to prevent 
it. For copies of 4 Ways to Be Sure 
It Can’t Happen Here!, write to 
4740 North Ravenswood Avenue, 
Chicago 40. 


A NEW nylon typewriter ribbon, 
Super Nylex, which outlasts conven- 
tional ribbons by 40%, is described 
in a folder just published by Rem- 
ington Rand. A copy of the folder 
can be obtained at any of theif 
branch offices or by writing Reming: 
ton Rand, Division of Sperry Rand 
Corporation, 315 Fourth Avenue, 
New York 10. 
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Lending Agencies 


(CONTINUED FROM PAGE 40) 

The IDA, which has the blessing 
not only of the Administration but 
also of Eugene Black, president of 
the World Bank, would be a sub- 
sidiary of that international lending 
agency. It is to be created by the 
nations which are members of the 
$10-billion World Bank and, as its 
name indicates, will operate to help 
the underdeveloped countries among 
its membership. The project gets its 
steam from the theory that, if IDA 
is not created, pressure in UN will 
be irresistible to set up the long- 
clamored-for SUNFED, the Special 
UN Fund for Economic Develop- 
ment. SUNFED, being UN-created, 
would include the USSR in its board 
of directors. Mr. Black’s reasoning 
seems to be that, if there is going 
to be some such body anyway, it will 
be better that it be a subsidiary of 
the World Bank—as is the Interna- 
tional Finance Corporation (IFC)— 
than to have a direct offspring of the 
UN. 


Inter-American Bank 

An Inter-American Development 
Bank has been proposed intermit- 
tently since 1889, and is evidently 
viewed by Latin Americans as an- 
other soft source of hard capital. 
Provisions for replenishment of the 
latter will be contained in the 
IADB’s charter. It, too, will have 
a built-in bargain basement, called 
Fund for Special Operations, loans 
from which may be partially or 
wholly repayable in the borrower's 
local currency. Forty-five percent 
of the IADB’s initial $1-billion is 
to be put up by Uncle Sam. But the 
Latin American countries are saying 
that they, of course, insist that the 
new IADB’s management and op- 
erations not to be subject to U. S. 
control. 

We already have, of course, the 
25 - year - old Export - Import Bank, 
now a $7-billion bank, all of whose 
loans carry the going interest rate 
and all of which are repayable in 
dollars. Its capital was increased by 
$2-billion in 1958. Even though it 
was created to operate in areas and 
on projects in which private bank 
credit feared to tread, the EIB’s re- 
payment record has been excellent. 
Being a U. S. Government institu- 
tion, it is bound to take political con- 
siderations into account in its oper- 
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ations; so that this institution, now 
under the presidency of Sam Waugh, 
formerly a commercial banker, en- 
deavors to make loans which are not 
only self-sustaining but which will 
add to the over-all dollar-earning ca- 
pacity of its borrowers. 

The operations of the World Bank 
—the International Bank for Recon- 
struction and Development — are in 
general similar in this respect to 
those of the Eximbank. The IBRD’s 
loans are made in hard currencies 
and are expected to be repaid in the 
same or equivalent coin. And still 
they are designed to strengthen the 
economies of the borrowers. Unlike 
the Eximbank, much of the IBRD’s 
resources for lending are obtained 
by the flotation of bond issues. IBRD 
may spend the proceeds of its loans 
wherever it seems best, whereas the 
Eximbank loans are in effect “tied” 
for the benefit of U. S. exports of 
goods and services. Eximbank al- 
ways has been much more directly 
interested in exports than in im- 
ports, although it must be recog- 
nized that, if Eximbank’s loans ac- 
tually do serve to augment ulti- 
mately the dollar-earning capacity 
of the borrowers, ipso facto U. S. 
imports of merchandise ultimately 
are increased due to the Bank’s ac- 
tivity. 

The tendency of Eximbank to tie 
its loans to exports of U. S. goods 
is evident in the bank’s press re- 
leases and in its testimony before 
Congress. This relationship between 


its loans and U. S. exports is some- 
thing Congressmen can readily see 
and appreciate. When the Congress 
in its wisdom also created the DLF 
and agreed to U. S. membership in 
the World Bank and International 
Monetary Fund—the Bretton Woods 
institutions which are now in proc- 
ess of 100% expansion with Con- 
gressional assent—it evidenced less 
concern with their immediate effect 
on U. S. exports. The motivating 
force at the time of Bretton Woods 
was less selfish and more in the 
spirit of helping the world recover 
from the war and develop. Even so, 
it may be pointed out that dollars 
lent by such a bank as the DLF, 
while initially spent, let us say, in 
Europe or Japan, ultimately will be 
returned by some recipient to this 
country either for the purchase of 
goods and services, for gold, or for 
investment here. At some time these 
dollars come home to roost, even 
though the DLF loan is repaid in 
local currency. 


Eximbank's Potential 
Competitors 


This economic fact, however, can 
be of small consolation to the Exim- 
bank as it sees the current multipli- 
cation of U. S. and international 
banking projects. The existing DLF 
and the projected IADB and IDA, 
mentioned above, loom as competi- 
tors of the Eximbank. Potential bor- 
rowers from these new institutions 
will have the opportunity to play off 


IADB Gets O.K. from A.B.A. 


Unrrep STATEs participation in the proposed Inter-American Development 
Bank was given A.B.A. support in Washington last month. 

Testifying for the Association before the House Banking and Currency 
Committee, Frank T. Mitchell, senior vice-president at First National City 


Bank of New York, said: 


“It (the bank) will primarily be an additional source of funds devoted 


wholly to hemisphere development and will squarely meet the widespread 
claim in Latin America that the area is being neglected and not being 
treated fairly in world economic development programs. Secondly, the 
proposed Bank has the psychological advantage of encouraging Latin 
Americans to help themselves, to analyze their own problems and work out 
their own solutions, naturally with our help, but utilizing more of their 
own funds than ours.” 

He described the planned Bank as “a definite and concrete counter-thrust 
to the Soviet economic offensive in Latin America.” 

Mr. Mitchell continued: “Significant sentiment exists for confining the 
Bank’s operations to loans that meet a test of banking standards along the 
lines developed by the World Bank .. . If it can attract able and qualified 
management and pursues lending policies that inspire confidence on the 
part of both borrowers and the investment community, it should be suc- 
cessful.” 
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one lender against the others, as in- 
deed has happened in the past in 
cases where applicants approached 
both the IBRD and the Eximbank. 
More recently it has been happening 
in the case of the DLF. Borrowers 
who ordinarily would bring their 
loan applications to Eximbank at 
514% (and now 6%) have been get- 
ting money at 314% from DLF with 
no “strings” attached. All DLF loan 
applications must by law be first 
tendered to Eximbank. Only when 
turned down by EIB, for reasons it 
considers good and sufficient, may 
the DLF make the loan, regardless 
of those reasons. 

Thus, when Yugoslavia wanted a 
$22,500,000 U. S. loan to equip a fer- 
tilizer plant with machinery pur- 
chased in Europe, Eximbank by rea- 
son of the place of purchase, turned 
down the application, but DLF lent 
the dollars. When Eximbank turned 
down Spain’s request for a $22,600,- 
000 railway and irrigation loan on 
the grounds that Spain’s dollar-re- 
paying capacity was exhausted, the 
applicant, unperturbed, got the 
money down the street at DLF, evi- 
dently without the necessity of being 
able to repay in dollars. 

Iran, already the possessor of a 
$53,000,000 EIB line of credit, sought 
another $279,000,000 in Washington 
earlier this year, for roads, water 
and power, street paving, and slaugh- 
ter houses. It contacted the EIB, 
the DLF, and the IBRD. In the end 
it favored the DLF with the borrow- 
ing of $47,500,000 at 314% interest 
—instead of the 5% and 514% it al- 
ready was paying on its earlier EIB 
loans. With these low-cost DLF mil- 


“Can you imag- 
ine a grown man 
raising such a 
hullabaloo about 
just mortgaging 
the house?” 


lions, Iran is now buying low-cost 
equipment outside the U. S. 

Several applications of other coun- 
tries to the U. S. have in effect stip- 
ulated that what is wanted is finan- 
cial help from DLF, not EIB, be- 
cause of: (a) the lower interest 
rate; (b) the longer terms; (c) the 
possibility of servicing the debt in 
local currencies; and (d) the free- 
dom to spend the borrowed dollars 
anywhere in the world. 


Loans Abroad, Give-aways 


The road traveled by American 
Government foreign aid since the 
wartime days of lend lease and post- 
war relief, rehabilitation and recon- 
struction has led to the DLF of to- 
day and brought us to the thresh- 
old of such new ventures as the 
IADB and IDA. Loans of Govern- 
ment money abroad, repayable in 
what someone has called “soap- 
wrapper money,” are a thinly dis- 
guised form of give-away. Even the 
loans of the Eximbank and World 
Bank repayable in dollars have been 


motivated primarily by a desire to | 
“aid the world.” The economic prob- | 


lem posed by their repayment prom- 
ises to be substantial, even with al- 
leviation of the debt burden by the 
dollar’s creeping shrinkage. If the 
U. S. should materially diminish its 
annual additions to the world pool 
of dollars in the form of foreign aid 
because of increasing American, con- 
cern over imports and the declining 
competitive power of U. S. industry, 
our official banks may show signs of 
placing some limit to the amount of 
“sound loans” they can extend 
abroad. 
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“Of course, we enthusiastically support the U. S. 


Savings Bonds program,” 


says Reno Odlin, President, Puget Sound National Bank 
of Tacoma, and Chairman, A.B.A. Savings Bonds Committee 


“Millions of Americans, through the U.S. “This is the best non-inflationary avenue 
Savings Bonds program, have provided _for the placement of Treasury securities. As 
from their savings for $4214 billion dollars, | bankers we should all support this program 
or about 15% of the total national debt. to the fullest extent.” 


THE U. S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT THANKS, FOR THEIR PATRIOTISM, 
THE ADVERTISING COUNCIL AND THE DONOR BELOW 
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The OUTLOOK 


and Condition of Business 


(CONTINUED FROM PAGE 36) 


ever-present global political mess; the other is the 
stock market, and both are unpredictable. The tight- 
ness of money and the wage-cost-price squeeze are ele- 
ments in the picture but they’re not sudden and 
explosive. 

A stock market reversal that is substantial and pro- 
longed would have a profoundly disturbing effect but 
with business profits high, dividends rising and cash 
reserves for expansion at a record level, such a reversal 
is hard to imagine. 

iBut even without any force majeur we have seen 
within the last three months how fast and unexpectedly 
the outlook can change. As recently as last February 
the Joint Congressional Committee on the Economic 
Report said the consensus of expert testimony before 
the committee was that the money supply would be 
adequate for this year and that the principal emphasis 
in public policy this year should be on prompt and full 
recovery. from the recession. 

Yet a few months later, before the year was half 
over, the pace of recovery had quickened to the point 
where the Fed had to increase the discount rate and con- 
sider other deflationary steps. 

One unfortunate aspect of monetary policy in recent 
years is that the Fed has been so harried fighting infla- 
tion or deflation that it has not been able to function 
as the dynamic force it could be for the country’s eco- 
nomic growth. 


What the Ads Are Saying 


The ads offering stock market advice have grown 
steadily larger, more numerous, and more strident. 
Logic, the art of reason, and the English tongue have 
risen to new heights of something or other in the art 
of discussing the future of stock prices without saying 
anything that you could tie a buy or sell order to. 
Excellent Opportunities in Today’s Stock Market— 
Growth Stocks Under $20—Three Most Outstanding 
Growth Situations—Autos and Aircrafts, How High 
Tomorrow ?—Twenty-Seven Stocks for Current Buying 
—An Eight-Stock Portfolio for Your Financial Growth 
—Free Reports on Special Situations—and so on. 


Contrast 1929 


Ads of the tone observed today ordinarily would 
herald-a stock market that was heading for a cropper, 
bue these are not ordinary times. In fact, times never 
are. 

In the extraordinary summer of 1929 the financial 
pages were filled with ads which struck a similar 
boisterous note, with some interesting differences. 

One nice thing about those old ads was that they 
dealt in simple self-interest and dazzling expectations, 
both of which are easy to understand. Today, by mix- 
ing the normal jargon of economics with the jargon 
of electronics, aerodynamics, servomechanisms, digi- 
talics, and what-not, you achieve an effect that is stu- 
pendous and stupefying. 
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The purpose is not to draw a frightening analogy 
between 1959 and 1929 but to emphasize another strik- 
ing difference between the two periods. In today’s 


financial news there are relatively few public offerings #AN 


of new securities, although the trend seems to be up. j 
ward. 
In 1929 a total of $6,767,000,000 in new common and — ' 
preferred shares was sold to the public. In 1958 the - 
figure was $1,905,000,000 and the first quarter of 1959 | 
shows about the same rate continuing. If these figures 
are translated into percentages of national income or © 
industrial production the contrast becomes very much — 
more amazing because the economy today is so vastly — 
expanded. 

Bond offerings, of course, are another story, the ~ 
totals being $2.6-billion for 1929 and $9.6-billion for © 
1958. 


Business Investing More 


Plans for spending by business for new buildings and 
machinery are being revised upward, some quite | 
sharply. There is a tendency again as in, 1955 to antici- 
pate rising costs of construction and materials, which — 
will mean rising prices of finished goods. 


Technological Progress 


Most of what is said and written today about the 
future is done without any real knowledge of the true 
rate of technological change. Marx’s colossal thoughts 
about the future of labor and capital, written in a horse 
and buggy age, consequently sound today colossally 
stupid if anyone takes the time and the trouble to read 
them. 

An example is his main thesis—the theory of in- 
creasing misery, that hours would grow longer and 
wages go lower, as being part of the very nature of © 
capitalism. 

* * * 


The essence or genesis of the inflationists’ creed 
looks sound if you don’t look at it closely. Their worthy 
objective is more productivity and more complete use 
of our present and potential capacity. 

This, they say, is the solution for inflation—not indi- 
vidual saving for private investment or governmental 
retrenchment. It is only when we come to “how to do 
it” does the argument part company with reality. 

Their method is as simple and as infallible as an 
electronic adding machine. The Government will spend 
more, everyone will spend more and of course the Gov- 
ernment will do many other things such as control the 
whole operation. 


Government as Umpire 


A proper question is how did the United States be- 
come the world’s greatest producer and consumer of 
all kinds of goods without this collectivist doctrine. 
The answer is—by the Government doing as little as 
possible and sticking to the role of umpire to see that 
all get a fair break. Has our formula for economic 
expansion been so bad for a century that it should now 
be discarded? 

In answering that question the spenders usually get 
lost in a jungle of theories and adjectives and charts 
and some never find their way back. 

WILLIAM R. KUHNS - 
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PEOPLE 
BORROW WHERE 
THEY BANK... 


AND THE BEST KNOWN NAME 
IN PAPER HELPS KEEP THEM 
BANKING WITH YOU 


The more checking account customers you have, the more ready-made 
prospects you have for loans. And with checks printed on Hammermill Safety, 
the best known name in paper is always there to remind people that even 
this detail of banking service gets your careful attention. 

Hammermill Safety’s specially sensitized surface reveals the slightest 
attempt at alteration—gives your customers extra confidence that their money 
is safe with you. Hammermill Paper Company, Erie, Pennsylvania. 
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simplifies your accounting 


procedures... 


Now, with only 


ONE HANDLING 


of source documents, 
you can... 


REGIMENT 
select data 


Record in punched tape or 
punched cards without extra 
thought or effort 

By-pass manual key punching 
By-pass manual verifying 
Maintain rigid system control 


POST conventional 
records 


© Up-date customers’ accounts 
Validate posting media 
Develop multiple classifica- 
tion totals 
Create permanent audit trail 
Establish system controls 
Obtain flash reports 
Maintain complete protection 
under strict auditor supervi- 
sion 


Provide accurate data for 
your data processing system 
Speed statistical reports to 
management 


With the National ‘42 W"' you can Simplify paper work ... Stop 
repetitive data handling ... Save time and reduce clerical costs. 


THE NATIONAL CASH REGISTER COMPANY ° Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES 
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75 YEARS OF HELPING BUSINESS SAVE MONEY 


AUTOMATIC MEDIA 
FOR ANY 


DATA PROCESSING SYSTEM 


Your local National representa- 
tive will be glad to show you this 
simple approach to efficient data 
processing. Phone him now—it 
could be the most profitable call 
you will make all year. 


* TRADEMARK REG. U.S. PAT. OFF 


VERSATILE DATA PROCESSING 
ADDING MACHINES * CASH REGISTERS 


ACCOUNTING MACHINES « NCR PAPER 
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